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Foreword

Principles Of Public School Accounting is the product of extensive
cooperative effort of four national educational associations and the
U.S. Office of Education.

This handbook is an extension of the State Educational Records
and Reports Series, which includes Handbook I, The Common Core of
State Educational Information, published in 1953; Handbook II,
Financial Accounting for Local and State School Systems—Standard
Receipt and Expenditure Accounts, 1957; Handbook ITI, Property
Accounting for Local and State School Systems, 1059 ; Bulletin No. 21,
Financial Accounting for School Activities, 1959; Handbook IV, Staff
Accounting for Local and State School Systems, 1965; and Handbook V,
Pupil Accounting for Local and State School Systems, 1964. As a
procedural manual, it supplements the other handbooks in the series.
It is designed as » guide for persons who may not have exteasive
training and experience in school finance accounting. In meeting
this need, the handbook is potentially useful to large schools as well
as small. As a means of self-improvement, inservice development,
and ready reference it has a broad range of service.

Deliberations of the Association of School Business Officials over a
period of several years pointed to the need for some type of an ele-
mentary accounting manual for local school systems. In 1960 the
board of directors of this association requested the U.S. Commissioner
of Education to initiate a project to produce such a manual and, in
response, the project which resulted in this handbook was begun in

uthe fall of 1962,

At its annual meeting in October 1964 the Association of School
Business Officials adopted a statement of accounting principles and
procedures relating to public schocl accounting which came to be an

important guide in the development of this handbook.

A policy committee meeting on April 17, 1963, at the call of the
U.S. Commissioner of Education, defined the purpose of the project
as that of producing a manual-guide of procedures in school finance
accounting based on the fundamental principles of recordkeeping
for school funds. Attending the meeting were:




' 1. Finis E. ENGLEMAN, Execulive Secretary,
! American Association of School Administrators
2. Epcar FULLER, Ezeculive Secretary,
Council of Chicf State School Officers
3. CuarLEs W. Foster, Executive Secretary,,
2 Association of School Business Officials of the United States and Canada
' 4. BARNARD Jov, representing HarorLp V. WEBB,
Executive Director of the National School Boards Association
h 5. Lyman Bryan, Director of the Washington Office,
'l American Institute of Certified Public Accountants
!

6. Sam B. TioweLL (Michigan Technological University),
Consultant

An agreement was reached that a committee, to be known as the
National Committee for the Improvement of Public School Account-

{ ing, should be appointed by the participating organizations to serve
7 for the duraiion of the project. In addition, consultants were to be
‘ selected.

The participating organizations chose the following committee
members and consultants:

Representing the American Association of School Administrators

WirLiam B, CurTis PinkNEY J. NEWELL
Superintendent of Schools Assistant Commissioner
Manchester, Connecticut State Department of Education
President-clect, AASA, 1966-67 Jefferson City, Missouri

Ropericx F. McPHEE
Superintendent of Schools
Cdencoe, Illinois

' | Representing the Association of School Business Officials

f AvviN L. Giruirz, CPA Joserit P. McELLIGOTT

| Assistant Superintendent Fiscal Officer, San Francisco
New Rochelis: Board of Education Unified School District
New Rochelle, New York San Francisco, California

Former President, ASBO

Representing the Council of Chief State School Officers

t ALwWIN J. SCHMIDT Puiuip 8. SHAW

! Fiscal Officer Comptroller
State Department of Education State Department of Education
Sacramento, California Tallahassce, Florida

Representing the National School Boards Association

. Harrt Faris, CPA Eruiorr Norwark, CPA
Pierce, Faris, Cochran, Sutton Trustee, Board of Education

) and Company Union Free School District No. 15
Former Member, Board of Education  Nassau County
Hutchinson, Kansas Lawrence, Long Island, New York
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Consultants Suggested by the American Institute of Certified Public
Accountants

SAMUEL J. BRoap, CPA (Retired) Sam B. TioweLL, CPA

Golden, Colorado Professor of Accounting

Former President, AICPA Michigan Technological University
Houghton, Michigan

Other Consultants

RoserT E. WILSON James W. WHITLOCK
Professor of Educational Administration  Associate Director, Surveys and Field
College of Education, Kent Siate Studies

University George Peabody College for Teachers
Kent, Ohio Nashville, Tennessee

ReciNaLp J. CrockETT, CPA
Assistant Director of Finance
Montgomery County Public Schools
Rockville, Maryland

Office of Education Staff for the project

BerT K. ApAMS ALLAN R. LICHTENBERGER
Specialist, Educational Accounting Chief, Terminology Compatibility
Branch

Project Coordinator

QuenTin M. HiLL JosepH A. PERKINS, JR.
Specialist, Educational Accounting Chief, College Facilities Loans Branch
Committee Chairman

The project was initially planned under the general direction of
James E. Gibbs, Jr., Chief, State Agency Support Branch, and
completed under the general direction of Ivan N. Seibert, Chief,
Elementary, Secondary, and Vocational Education Field Services
Branch, in the U.S. Office of Education. Special acknowledgment
is due Jerry N. Waddell and Richard J. Penrod, Office of Education
staff members, who provided valuable counsel in the formative
stages of the handbook.

The first national conference on the development ot the handbook
was held in Washington, D.C., on August 19-20, 1963. It was a
planning conference designed to determine the handbook’s depth,
and its nature and detail. Joseph A. Perkins, Jr., of the Office of
Education was selected by the committee to serve as its permanent
chairman.

A second national conference, held in Washington, D.C., »n
June 18-19, 1964, had the purpose of reviewing and improving the
first draft of the developing handbook. This deliberation provided
the guidance for writing a second draft of the manual.
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The third national conference on the project was held in Washing-
ton, D.C., on September 29-30, and October 1, 1965, to review
the second draft of the handbook. A third and final draft was
prepared following the conference. While it is recognized that,
some of the areas covered in this handbook may need to be expanded
from time to time, the manual is submitted as a guide to improvement
of school finance accounting.

OFFICE OF EDUCATION

ALEXANDER M. Moop, Assistant Commissioner, National
Center for Educational Stalistics

ArnNorLp A. Heywr, Director, Division of Dala Sources and
Standards
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CHAPYER |
introduction

This handbook is designed for people who will be recording and
reporting to others on financial information about a school district;
it is anticipated that readers and users of this handbook will range
from those who are totally unfamiliar with the subject to those who
have taken college courses in accounting. The handbook may be
used as a self-instruction tool as well as a supplementary reference
in formal methods of training in school accounting. To meet
varying needs, the book proceeds on the assumption that the reader
is a beginner in the field of financial recordkeeping snd that other
readers will use their own wisdom in selecting appropriate chapters
of the handbook. To enable the reader to become more familiar
with the principles suggested, the handbook presents a set of the
accounting records for a hypothetical school district. These examples
of accounting records may be used by the reader as a means of de-
veloping skills and understanding before assuming responsibility
on the job. Further, the reader may find the i.andbook useful as a
day-by-day guide in carrying out his responsibilities.

Keeping records is an important function in the operation and
administration of schools. Without an adequate set of records to
indicate what has happened or is happening in a school district,
decisions about the management of the system and about governing
policies would have to be based on memory or guesswork. With
an adequate set of records summarizing the financial transactions
and other activities of the school district, wise and informed decisions
can be made. The person who systematically records information
about the various financial activities of a school district provides a
basic and an indispensable service.

Financial records must be developed and maintained on a consistent
and systematic basis to provide information and service to many
different groups, such as:

(8) The local school board, superintendents, school business
managers, and principals, all of whom need up-to-date informa-
tion to manage wisely and to report properly and accurately

R S oA a5 M o e s




— -

the finances of the school district.

(b) The residents and taxpayers of the school district who
provide the menies which are used to operate the educational
system.

(c) The business community such as banks, investment com-
panies, and sales agencies, all of whom need information about
the financing of the school district in making decisions concern-
ing loans and sale of goods or services to the school district.

(d) Representatives of many different. governmental agencies,
such as the tax assessor’s office, the State department of educa-
tion, and the Federal Government, each of which needs specific
kinds of financial information about a school district in order
to carry out its responsibilities. These data are used by higher
governmental units in making comparisons and evaluations,
determining eligibility for financial aid programs, and providing
source material for many research and statistical studies of
value in the administration of education.

Besides being important to the people and groups mentioned above,
systematic snd well-kept records are invaluable to the person re-
sponsible for keeping the records. Systematic records suminarize
and bring into orderly arrangement the numerous and relaiively
unpredictable details of day-by-day operations. Information which
is arranged in an orderly manner makes it possible to trace back
individual items about financial transactions to their original
sources, and summaries of certain types of information about how
money i obtained and how it is spent may then be made on a
regular basic. Additionally, an orderly system of records will pro-
vide a basis for quick access to special financial information when
special unanticipatec :equests are made by the public, the school
board, the superintendent, the business mansger, the principal, or
one of the governmental agencies.

Financial recordkeeping is commonly called bookkeeping. Book-
keeping is only one phase of accounting. Accounting has been
defined as the art of recuiding, classifying, summarizing, report-
ing, and interpreting the results of the financial activities of an
organization.

During the early years of American education, records were not
extensive because school districts generally were smail and had
relatively few financial transactions. Today, school operation is
a big business and involves the daily use of many types of records.
The need for written records of the financial activity of a school
district increases with the number of transactions, with the difficulty
of the human mind to remember the details of each transaction,
with the need for planning future activities based on past successes
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and fajlures, and with the increasing extent to which various com-
munity organizations and taxpayers wish to be informed about the
cost of school operations.

School accounting is used to perform a number of services, the
more important being to:

(a) Maintain an accurate record of all the details involved in
school business transactions;

(b) Provide a system to insure that the resources of the school

district will be safeguarded and used only for the benefit of the
children of the district;

(c) Enable school administrators, school boards, and State
departments of education to plan effectively;

(d) Facilitate an analysis of the school district’s use of its money,

with emphasis on the requirements and educational policies
inherent in the budget;

(e) Enable the school district to report to various local, State,
and national groups concerning the financial operations and
status of the school district and also to compare its performance
with other comparable districts.

A model school accounting system should adhere to most of the
criteria used by a commercial enterprise in its accounting system.

As a minimum, an adequate school accounting system should meet
each of the criteria listed below:

(a) A school financial record system should be adequate to pro-
vide financial and related operational information for all
interested parties—the school board; the administration; the
public; auditors; local, State, and Federal authorities; and school
employees. The adequacy of the accounting systems depends
on whether both current and historical information is available
for decision-making purposes.

(b) The accounting system should be designed to demand
accuracy and a reasonable degree of internal control. If so
designed, it will automatically assist those who are performing

the daily work on the records as well as those who supervise
them.

(¢) A school accounting system should be consistent with
generally accepted governmental accounting principles, and
consistent as between one period of time and another. Valid
comparisons of monthly or yearly operations in different time
periods can be made only if the items are treated in the same
way throughout. Changes and improvements in the account-

ing system may prove necessary, and these should be made at
logical times in the accounting period.
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(d) A school accounting system should be flexible. Change is
inevitable. New programs will develop; old programs will be
dropped. Provisions should be made for taking care of changes
with as little disruption as possible.

(e) School financial accounting systems should be uniform; to
permit maximum usefulness, they should allow for financial,
operational, or nerformance comparisons with other school dis-
tricts on local as well as State and national levels. Uniformity
will insure that the items being compared ere similar items, and
standard terminology and definitions should be used. This is
one of the primary reasons for the cooperative development of
the handbook series published by the Office of Education of
the U.S. Department of Health, Education, and Welfare.

(f) A financial accounting system should be as simple as possible
and still fulfill the pertinent requirements. It is essential that
the system not become merely frustrating “busy” work. A
good accounting system will assist in improving the education
processes, not hinder them.

(2) A school financial accounting system should provide ready
access to information about individual financial transactions as
well as summaries of inforination about groups of financial
transactions. Unless the recordkeeping system is organized as
indicated in the criteria above, it may be exceedingly difficult
to gain ready access to information about the current and
projected financial operations and status of the school district.

The principles of accounting apply to public school accounting, and
it is a mistake to believe that public school accounting is something
unique. There are, however, certain features of governmental and
public school accounting which have been developed for sound
reasons, but which have little or no counterpart in commercial
practice. The principles and procedures dealt with and the illustra-
tions used in this handbook are basic to any school financial ac-
counting system regardless of size and regardless of the recording
method used, whether manual, machine, or automatic data
processing.

It is pointed out in Handbook 1I, Financial Accounting for Local
and State School Systems, Standard Receipt and Expenditure Accounts,'

1 Paul L. Reason and Alpheus L. White, Financial Accounting for Local and
State School Systems, Standard Receipt and Expenditure Accounts, Washington,
D.C.: U.8. Department of Health, Education, and Welfare, Office of Education,
State Educational Records and Reports Series: (Handbook II, Bulletin 1957,
No. 4) P. XVI, Introduction; U.S. Government Printing Office, 1957.




that uniformity in accounting and standard terminology are the
foundation for accurate recording, reporting, and interpretation of
financial information. Basic items of financial information can be
used profitably for all purposes only when they have the same
meaning everywhere. Increasing the general foundation of knowl-
edge of school financial accounting principles and procedures will
bring about further improvement in many directions, for example:

(a) The initial recording of financial data
(b) The accounting for school funds
(¢) The school budget

(d) The establishment of a sound basis for educational cost
accounting

(e) The accuracy of local, State, and national financial statistics

(f) The validity of comparisons of financial information among
communities and among States

(2) The compilation of suitable information needed by local
and State educational authorities in policy determination

(h) The accuracy of educational research

(i) The reliability of reporting to the public on the financial
position, progress, and future plans of education.
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CHAPTER 1l
Definitions and Principles of Accounting

Accounting is based on a body of principles which are put into
action through procedures. Both the principles and the procedures
contain terminology which is peculiar to accounting. In some cases
the terms are peculiar to accounting; in other cases the terms as used
have a specialized meaning.

In this chapter you will be introduced to all three—principles,
procedures, and terminology of accounting. In later chapters you
will find the procedures illustrated.

The accounting equation

As with one’s own personal finances, it is essential that what is
owned and what is owed be kept constantly in mind. Otherwise,
one would soon find himself unable to pay his bills and unable to

get further credit.
Financial accounting is based on the principle that what one owns

less what he owes equals his equity. In equation form the principle is
stated—
Owned—Owed=Equity
Assets are things of value owned.
Liabilities are debts owed.
Equity is the mathematical difference between Assets and Liabili-
ties. Using this terminology, we may restate the equation:
Assets— Liabilities=Equity
To illustrate, assume that a school district has cash in the bank of
$6,000 and owes $5,000. What is its equity? Since assets (what is
owned) less liabilities (what is owed) equals equity—
Assets— Liabilities=Equity
$6,000—$5,000=$1,000

Try another one: Assume that the school district has $200,000 in
bank, but it owes salaries to teachers in the amount of $175,000.




What is its equity? Since equity equals assets minus liabilities,
then—
Equity= Assets— Liabilities
Equity =$200,000—$175,000
or
Equity=$25,000
or
$25,000=%$200,000— $175,000 -
or
$25,000=$25,000
Assume, now, that we know the value of liabilities and equity.
Can we determine the value of assets? In the preceding example,
we state that Equity=Assets—Liabilities. Using the same amounts
for equity and liabilities we would have—
Equity= Assets— Liabilities
$25,000= ? —$175,000
or
What less $175,000 equals $25,000?
$200,000— $175,000 equals $25,000
Or, stated a different way—

Assets=Liabilities-+Equity
$200,000=$175,000$25,000
We have now stated the accounting equation three ways:
(1) Assets—Liabilities=Equity
$200,000—8$175,000==$25,000
(2) Equity=Assets— Liabilities
$25,000=$200,000— $175,000
(3) Assets=Liabilities+-Equity
$200,000=$175,009 - $25,000
The accounting equation can be added to or subtracted from as long as
the same amount is added or subtracted on both sides of the equation.
It is important to remember that the equation must be in equality

or balanced. Assume that a school district has assets of $50,000,
liabilities of $22,000, and equity of $28,000

$50,000="$22,000 $28,000
then:
$50,000= $50,600
Now if $10,000 is added to the asset side (the left side) of the
equation, it is necessary to add $10,000 to the liability--equity side




(the right side) to balance the equation:
$50,0004$10,000=%$50,000+- $10,000
$60,000=$60,000

The same reaction is true when an equal amount is subtracted from
both sides of the equation:

$50,000—$5,000=$50,000—$5,000
$45,000=9$45,000
To relate these actions and reactions to the accounting equation—

(1) An asset can be increased and another asset decreased an
equal amount. For example, a school district sells $5,000
of investments (asset) and receives cash (asset). The
investment asset has been decreased but cash has been
increased by the same amount. Hence, we still have the
same total current assets.

Assets=Liabilities+Equity
($50,000— $500) 4 $500=$22,000 - $28,000
$50,000=$50,000

(2) An asset can be increased, and, on the other side of the
equation, the liability would be increased an equal amount.
For example, $500 worth of mimeograph paper is received
in the storeroom (an asset is increased), but it hasn’t yet
been paid for. The district now has an added $500 lia-
bility (it owes the paper salesman the $500), and the
accounting equation looks like this:

Assets=Liabilities+Equity
Assets-- paper= (liabilities+ paper liability) 4+ Equity
$50,000-- $500= ($22,000--$500) +-$28,000
$50,600=$50,500
This shows the action of paper being acquired and the

reaction of the new liability being created to keep the
equation in balance.

(3) The third way to balance the equation is to increase the
equity in an amount equal to the asset increase. For example,
the school district receives $500 from another school district
as a tuition payment.

Assets+Cash=Liabilities+- (Equity +addition to Equity)
$50,0004 $500=$22,000-- ($28,000--$500)
(4) The fourth possibility is to increase one liability while

decreasing another. For example, the school district issues
-2 90-day note to the paper salesman (in example 2) to




satisfly the account payable.
Assets=Liabilities+Equity

Assets= (Liability— paper liability+ note payable)+Equity
$50,500= ($22,500—$500 ~+$500) - $28,000

$50,500= $22,500- $28,000

$50,5600=$50,500

It is possible, in fact often necessary, to apply a combination of

1, 2, 3, or 4 above, to balance the equation (that is, to record the
reaction to an action).

For example, assume that the district buys $500 worth of mimeo-

graph paper, pays for half and charges the other half. The account.-
ing equation should then look like this:

Assets=Liabilities+Equity

(Cash—partial bayment) -+ paper= (Liabs. +additional liab.+-equity)
($50,500—$250) - $500= (822,500+4-$250) -+ $28,000
$50,750=850,750

Assets, liabilities, and equity defined

It is necessary now to explain more fully the terms Asset, Liability,
and Equity.

Assets

In the language of accounting, assets are things of value which a
school district owns or controls,

Assets are classified as either current or fized.

A current asset is cash or anything that can be readily
converted into cash.

The following items are examples of current assets:
1. Cash;

2. U.S. Treasury notes or bonds held by the school distriet;
3. Supplies in a stockroom ;
4. A check awaiting deposit in a bank;

5. A certificate of deposit from g bank (which is a written

statement of a bank that a school district has money on
deposit earning interest) ;

6. Accounts receivable such as money due the district from
the State but not yet paid, property taxes due, tuitio. due.

A fized asset is an item of value owned by the school district which

is not likely to be sold for cash. The following items are examples
of fixed assets:

245-882 0—87—2




1. Land;
2. Buildings;
3. Equipment.

Liabilities

In the language of accounting, labilitics are any debts the school
district owes.

Liabilities are classified as either ¢urrent or long-term.

A current liability is any debt which the school district expects to
pay within a short period of time, usually a year or less. The
following items are examples of current liabilities:

1. An invoice for textbooks purchased;

2. A bill payable to a vendor for food delivered to the
cafeterias;

3. Two months’ salary earned by a teacher where payment
has been deferred until the summer;

4. Income tax withholdings from salaries of employees not
yet paid to the Government;

5. A short-term note held by a bank for money borrowed
by the school district.

A long-term liability is one which the school distriet is not likely to
pay within a year. The most common and usually the oniy long-
term liabilities of & school district are bonds issued for school con-
struction, or site and large equipment purchases. A bond is a
written promise to pay a definite sum of money at a fixed time in the
future. Construction Fund and Fixed Assets accounting are
discussed in chapters XTI and XII, respectively. Only current assets
and current liabilities will be considered in this and the next several
chapters.

Equity or fund balance

It was mentioned earlier in this chapter that the mathematical
excess of assets over liabilities is Equity. Actually, the term Equity is
not normally used in school financial accounting. Instead the excess
of Assets over Liabilities is generally called Fund Balance. Other terms
for Fund Balance are in limited use but are not recommended.
Hereafter, the term Fund Balance will be used instead of Equity.

With this fuller explanation of Current Assets, Current Liabilities,
and Fund Balance, the accounting equation may be written as:

Assets=Liabilities+ Fund Balance

Using % sample school district, the reader may calculate its Fund
Balance.
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At the beginning of the fiscal year, in July, there is an amount of
$10,000 in the bank, the district has not received $25,000 due from
the State (which is called an Account Receivable), and there is an

amount of $15,000 temporarily invested in U.S. Treasury Notes.
The district’s Current Assets are then:

CashinBank._.._..______ . $10, 000
State Appropriations Receivable..._.__.__________ 25, 000
Investments, U.S. Treasury Notes...._____________ 15, 000

Total Current Assets.._.____.._______ $50, 000

At the same time, the school district owes $14,000 to the U.S.
Treasury for income tax deductions withheld from the employees
payroll in June, it owes the Hospitalization Insurance Company
$3,000 for hospitalization insurance premiums deducted from the

employees payroll in June, and it owes $5,000 to vendors for various
supplies and materials.

Therefore, the liabilities are:

Federal Income Tax Withheld, Payable.________________ $14, 000
Insurance Premiums Withheld Payable...______________ 3, 000
Accounts Payable To Vendors...._____________ 5, 000

Total Liabilities....___._____________ $22, 000

Assets=Liabilities+Fund Balance

$50,000=%$22,0004-Fund Balance
or

Fund Balance=$50,000—$22,000=$28,000

Accounts

When a school district buys supplies, or pays teachers, or receives
taxes, or conducts other business affecting the financial condition of
the school district, it is transacting business. Such’ business deals
are called transactions.

All transactions are recorded in g journal, and are posted Jrom it to
accounts. The journal is discussed on page 20.

An account looks like a ““T.” The left side of an account is called
the debit side; the right side is called the credit side.

Debit side Credit side
(left side) (right side)

To accounts are posted not only the amounts of a transaction but
also the date, a brief description, and the journal page number (ref.)

on which the transaction was recorded. With these additions, an
account looks like this—

11
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Use cf accounts

An account is established for each asset, for each liability, and for
each fund balance account. To explain the relationship of debits and
credits to assets, liabilities, and fund balance—

Assets

The value of an asset is recorded in the left (or debit) side of the account.

Increases in the amount of an asset also are recorded in the left (or
debit) side of the account.

Decreases in the amount of an asset are recorded in the right (or credit)
stde of the account.
Liabilities

The amount of a liability and increases in the liability are recorded in
the right (or credit) side of the account.

Decreases in the amount of liability are recorded in the left (or debit)
side of the account.

Fund balance

The Fund Balance and increases in it are recorded in the right (or
credit) side of the fund balance account.

Decreases in Fund Balance are recorded in the left (or debit) side of
the account.

Following is a list of 10 transactions. Take a separate sheet of
paper, list the numbers from 1 to 10 and indicate which accounts
(asset, liability, fund balance) are to be debited and which are to be
credited. When you have completed your list check the answers
against those shown below.

Taxes are collected.

Teachers salaries are paid.

Investments are sold.

Money owed to the XYZ Company is paid.
Money is borrowed from the bank.

A telephone bill is paid.

Investments are purchased.

State-aid funds are received.

. A 90-day note is issued to the FGH Company for the
account payable owed it.

10. Custodians salaries are paid.

LN

REMEMBER—

Assets = Liabilities + Fund Balance
Debit Credit Debit Credit Debit Credit
Increase Decrease .Decrease | Increase Decrease | Increase

13




Again—
A debit—increases an asset
decreases a liability
decreases fund balance

A credit—decreases an asset
increases o liability
increases fund balance

Your answers should be—

Debit Assets (Cash); credit Fund Balance.

Debit Fund Balance; credit Assets (Cash).

Debit Assets (Cash); credit Assets (Investments).

Debit Liabilities (Accounts Payable); credit Assets
(Cash).

Debit Assets (Cash); credit Liabilities (Notes Payable).

Debit Fund Balance; credit Assets (Cash).

Debit Assets (Investments); credit Assets (Cash).

Debit Assets (Cash); credit Fund Balance.

Debit Liabilities (Accounts Payable) ; credit Liabilities
(Notes Payable).

10. Debit Fund Balance; credit Assets (Cash).

Ll

LrIASE®

To illustrate further the use of debit and credit, some examples are
presented :
(1) The school district receives $50,000 in taxes:

Action: Cash is increased, =Reaction: This increases the Fund
so debit Cash. Balance in the accounting
equation, so credit Fund
Balance.
Cash Account Fund Balance Account
(Debit) (Credit) (Debit) (Credit)

$50,000 $50,000

Note the action and the balancing reaction:
(2) The district buys $500 worth of mimeograph paper
for cash and puts it in the storeroom.
Action: The asset Supplies =Reaction: The asset Cash is de-
is tnecreased, so creased because the paper
debit Supplies. was paid for, therefore,
eredit Cash.




Supply Account Cash Acecunt

(Debit) (Credit) (Debit) (Credit)
$500 $500

Note the action and the balancing reaction.
(3) Instead of paying cash for the paper, the district buysit on
credit. In other words, the district ‘‘charges” the paper
just as many people do when they buy an article in a depart-
ment store. Assume that $500 worth of paper has been
bought. Note here that the word “credit’’ does not mean
the side of the account, but rather refers to the generally
accepted commercial use of the term of trusting a person to
pay later for something he takes home from a vendor now.

Action: The asset Supplies =Reaction: A liability is increased,

i8 inereased, so 80 credit Accounts Pay-
debit Supplies. able To Vendors.
Accounts Payable To Ven-
Supply Account dors (A Liability Account)
(Debit) (Credit) (Debit) (Credit)
$500 $500

Note the action and the balancing reaction.

(4) Assume now that the school district pays the vendor
for the $500 worth of paper which we ‘“charged”’:

Action: The asset Cash is decreased, =Reaction: The liability is de-

so credit Cash. creased, so debit
Accounts Payable
To Vendors.
Accounts Payable To
Cash Account Vendor
(Debit) (Credit) (Debit) (Credit)
$500 $500

Note the action and the balancing reaction.

In the preceding and above examples, there is a fact which may
now be clear. It is:

(1) In each transaction, the amount of the debit equals
the amount of the credit.

(2) In other words, there is an action and a self-balancing
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reaction. This self-balancing feature is called double-entry
bookkeeping and is one of the principles of good accounting.

The following is a series of simplified transactions which might
take place in a typical school distriet. After reading and analyzing
them, take a look at the next section which explains the correct
handling of the transactions. As the reader reads these transactions,
he should think about which accounts he would debit and credit.

(1) A check in the amount of $8,000 is received from the
State department of education.

(2) The State department of education notifies the school
district that the State owes the district $142,000.

(3) Textbooks and supplies in the amount of $3,500 are
purchased on credit by the school district from the ABC
Company.

(4) Taxes are collected for the school district this month
and the district receives a check from the tax collector for
$175,000.

(5) The teachers and other employees are paid $44,000 in
salaries.

(6) The school district buys $80,000 worth of U.S. Treasury
bills for a temporary investment.

(7) The school district pays $3,000 to the Hospitalization
Insurance Company as premiums deducted from the
employees’ payroll.

Starting with the amounts already in the accounts (see p. 11),
review the transactions and see what should have been done with

each one:
(1) A check in the amount of $8,000 is received from the State
department of education.

Debit Cash, $8,000; Credit
State Appropriations
Receivable, $8,000, be-

Cash in Bank (Asset)

(the beginning amount)  $10, 000

cause the Cash increased
and the asset Accounts (1)8, 000
Receivable decreased.
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(2) The State department of education notifies the school district
that the State owes the district $142,000.

Debit State Appropriations State Appropriations
Receivable, $142,000; Receivable (Asset)
Credit Fund Balance,

- $142,000, because the

asset State Appropria- $25, 000

tions Receivable in- $8, 000
creased and increased (2)142, 000

the equity, the Fund

Balance.

Fund Balance

(the beginning amount) $28, 000
(2)142, 000

(3) Textbooks and supplies in the amount of $3,500 are purchased on
credit by the school district from the ABC Company.

Debit Supplies, $3,500; Supplies (Asset)
Credit Accounts Payable (no beginning amount)
to Vendors, $3,500, (3)83, 500
because an asset increased

and a liability increased.
Accounts Payable
To Vendors (Liability)
$5, 000
(3)3, 500

(the beginning amount)

(4) Taxes are collected for the school district this month and the
district receives a check from the tax collector for $175,000.

Debit Cash, $175,000; Cash in Bank (Asset)
Credit Fund Balance, $10, 000
$175,000, because an 8, 000
asset increased and (4)175, 000

increased the cquity, the
Fund Balance.

Fund Balance
$28, 000
142, 000
(4)175, 000

(5) The teachers and other employees are paid $44,000 in salaries.

Debit Fund Balance Fund Balance
$44,000, because the $28, 000
cquity, Fund Balance, has 142, 000
been reduced. Credit 175, 000
Cash, $44,000, to reduce (5)%44, 000
the asset.

17




Cash in Bank (Asset)
$10, 000

8, 000
175, 000

(5)%44, 000

(6) The school district buys $80,000 worth of U.S. Treasury bills
| for temporary investment.

Debit Investments, Investments (Asset)
$80,000; Credit Cash,
$80,000, because the (the beginning amount) $15, 000
‘ asset, Investments, has (6)80, 000
fi increased and the asset,
I Cash, has decreased.
Cash (Asset)
$10, 000
8, 000
175, 000
$44, 000
I (6)80, 000

(7) The school district pays $3,000 to the Hospitalization Tnsurance
Company as premiums deducted from the employees’ payroll.

Debit Insurance Premiums Tnsurance Premiums
Withheld, $3,000; Credit Withheld, Payable
Cash, $3,000, because the (Liability)
liability, the accounts o
: payable to the Hospitali- (the beginning $3, 000
) zation Insurance Co., has amount) (7)%$3, 000
' decreased, and the asset,
Cash, has decreased. Cash in Bank (Asset)
$10, 000
8, 000
175, 000
' $44, 000
80, 000
(7)3, 000

Obtaining the account halances:

After all transactions have been posted, the accuracy of the post-
ings should be checked. To do this, the balance in each account must
be determined. The account balance is the difference between the
entries on the debit side (left side) and the credit side (right side) of
an account. If all the entries are on one side, the total of those en-
tries is the account balance. If an account has only one entry, this
single amount, is the account balance. For example, the account
balance of the Investments Account is $95,000. Tt is a debit balance
because it is on the debit side of the account.

18




Using the Cash Account as an illustration, the small figures directly
under the last entry posted (7) is the total for the entries:

Cash
(Debit) (Credit)
$10, 000 $44, 000
8, 000 80, 000
175, 000 (7)3, 000
193,000 127,000

T

Pencil Footings

These small figures, written in pencil so that they may be erased
are called pencil footings. They are written in small figures so that
they will not be mistaken for an entry in the account and to avoid
wasting a full line in a normal bookkeeping ledger. The difference
is obtained by subtracting, and the balance is also written in small
pencil figures in the Explanation column as shown in the full illus-
tration below of our Cash account. Since thers is a debit balance,
the balance figure is written on the debit side of the account. If
there is a credit balance, it is written on the credit side.

CASH Account No. 1

posTi  pesiT . POST|  crepIT
DATE |  EXPLANATION RE:" AMOUNT (| DATE | ExPLANATION || CREDIT

July |Previous balance| 1 10 000 --{lJuly 2| Paynole ! 44 000 -~
[July 6| State Approp. ! 8 000 --July 7| Theasury bikes | 1 80 000 -~

July 7| Taxes neceived I 11175,000 --|\Juty 9| Hosp, Ins. Co. | 1 3,000 -~
66,000 198, 000 127, 000

Account
batance

Normally the kind of account will indicate its balance. Asset
accounts have debit balances. Liability accounts have credit
balances. Fund balance accounts have credit balances.

The accounts for the seven previous transactions have the fol-
lowing balances:

Cashinbank._ ... ___________ ... $66, 600 debit balance.
Investments_...__________________ 95, 000 debit balance.
State Appropriations Receivable___________ 159, 000 debit balance.
Supplies.....__________.___________ 3, 500 debit balance.
Accounts Payable to Vendors._____________ 8, 500 credit balance.
Federal Income Tax Withheld, Payabie.____ 14,000 credit balance (from
our first example).
Accounts Payable, Hosp. Ins. Co___________ 0 No balance.

Fund Balance_...._____.____________ 301, 000 credit balance.
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The trial halance

If posting to the accounts has been accurate, the total of all the
debit balances should equal the total of the credit balances. This is
true because for every debit entry there has been a credit entry or entries
of an equal amount.

The next step is to prepare a trial balance, which would look like
this:

XYZ SCHOOL DISTRICT
TRIAL BALANCE, JULY 31,1964

Accound tithes Debdz Credit
Cash in Bank 66 000 ~~
Thvestments 95 000 -~
State Appropriations Recedvable 159 000 -~
Supplies 3 500 -~
Fedenal income Zax withheld, payabfe 14 000 --
Accounts payable to vendonrs § 500 ~-
Tnsurance premiums withheld, payable 0 -~
Fund balance 301 000 --

323 500 -- | 323 500 --

The reader will note that the debits and the credits are equal in
the trial balance. A trial balance is necessary because errors can
creep into the work. For example, errors may occur while posting
transactions to the ledger accounts. Numbers can be transposed
such as the accidental posting of a debit as $48 and the related credit
as $84. For further information on finding errors see chapter 5,
page 110.

The journal

As transactions occur they are recorded first in a journal. The
recording s called a journal entry and contains a summary of the
transaction—the date on which the transaction took place, accounts
affected, how they are affected (whether debited or credited), the
amounts to be debited or credited, and a brief description of the
transaction.

Assume that at the beginning of the fiscal year (July 1) a school
district has cash of $10,000, liabilities of $500, and a fund balance
of $9,500. On September 1, it pays the creditor the full amount
owed him. What should be recorded in the journal entry?

Date of the transaction—September 1, 19__.
Accounts affected—Cash (Asset)—to be decreased (a credit)
Account Payable (Liability) to be
decreased (a debit)

Amount to be debited.____._ $500. 00

Amount to be credited.... 500. 00




Brief description of entry—to record payment in full to
RST Company.

The actual entry in journal form is shown below. Note that the
account to be debited is listed first and the account to be credited
is indented—this is an accepted practice. The form used is the
standard form for the General Journal.

GENERAL JOURNAL
Page 1.
POST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF, AMOUNT AMOLINT
19xx
Sept, 1 lAccounts Payable 60 500 ¢
Caah 10 500100
To necond payment in full to RET
Company

After the transaction has been entered in the journal it is trans-
ferred to the proper accounts. The column, above, “POST REF.”
is used to record the account numbers of the accounts to which the
debit and credit entries have been transferred.

On the following page the journal entry above is posted to the
proper accounts. For the purpose of this illustration, we have
assumed that at the end of the preceding year there was a cash
balance of $1,000 and that $500 was owed the RST Company.

10. CASH
DATE EXPLANATION [ Rep [l 2c8T |l DATE | expLANATION | re T
19xx 19xx
Jul 1 (Bal carnied fwd 1 000 00(Sept 1 a/Pay, RST Co, |J-1 500 @0
60. ACCOUNTS PAYABLE
DATE ExpLANATION [ rer ||, DEBIT " DATE |  EXPLANATION | ReF ACN:%%'IIIT
19xx " 19xx d‘
Sept 1| A/Pay~RST Co, |J-1 500 00[|Jut 1[Bak. brot fud. 500 00

The general ledger

All the asset, liability, and fund balance accounts, together, make up
what is called the General Ledger.
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Revenue and expenditures

If a school district receives tax monies of $1,000 it increases assets
(Cash) by $1,000; no other asset is decreased ; no liability is increased;
therefore, the fund balance (the excess of assets over liabilities) is
increased by $1,000. ]

I a school district pays rent of $2,000, it decreases assets (Cash)
by $2,000; no other asset is increased; no liability is decreased;
therefore, the fund balance is decreased by $2,000.

Increases in assels or decreases in liabilities which result in an
increase in fund balance are called revenue. Examples of revenue
are: receipts from taxes, tuition, State aid, and Federal aid.

Decreases in assets or increases in liabilities which result in a decrease
in fund balance are called expenditures. Examples of expenditures
are: salaries, supplies, contracted services, utility costs, and the like.

Definition of revenue

Revenues are defined by the National Committee on Governmental
Accounting as “additions to assets which do not increase any liability
nor represent the recovery of an expenditure, and the cancellation of
liabilities without a corresponding increase in other liabilities or a
decrease in assets.”” Again, stated in simpler terms, revenues are
increases in assets or decreases in liabilities which increase the
amount of the fund balance.

As an example, take the previous equaiion:

Current Assets=Current Liabilities+Fund Balance
$50, 000=2$22, 000 +$28, 000

Now assume that the school district is to receive revenue in the
form of property taxes of $20,000. The effect of this revenue on
the accounting equation is:

Current Assets= Current Liabilities+ Fund Balance+ Revenue

$50, 000=$22, 000 + $28, 000
+20, 000= -+ $20, 000
$70, 000=$22, 000 +$28, 000 -+ $20, 000

Note here that the equation is in balance because for every action
there is a reaction.

The action of revenue increasing is balanced by the reaction of the
asset increasing by the same amount.

Definition of expenditures

Expenditures are defined by the National Committee on Govern-
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mental Accounting as “charges incurred, whether paid or unpaid,
including expenses, provision for retirement of debt . . ., and
capital outlays.” Again, stated in simpler terms, expenditures are
decreases in assets or increases in liabilities which decrease the
amount of the fund balance.

To illustrate, assume that a payroll of $3,000 is paid. The assets
are decreased by $3,000 when cash is paid and the expenses are
increased by $3,000. The effect of this expense on the accounting
equation is:

Current Assets=Current Liabilities+Fund Balance+ Revenue— Expenses

$50, 000==$22, 000 +$28, 000

20, 000= +$20, 000
—3,000= —$3, 000
$67, 000=$22, 000 +$28, 000 +$20, 000— $3, 000
$67, 000=$70, 000 —$3, 000

$67, 000=$67, 000

Note again that the equation is in balance.

The reader should be particularly aware at this point that the
status of a school district’s accounts will be constantly changing.

As revenue is received, and as expenses are incurred or paid, they
affect the available fund balance.

Funds

Heretofore we have used the term “Fund Balance” without
defining “Fund.”

To the nonaccountant the word “funds” suggests money or
monies; accountants also use the term with that meaning. There
is, however, another meaning of “funds.” Up to this point we have
dealt with Assets, Liabilities, and Fund Balance as though they
were part of one group of accounts or one ledger. Actually, a
school district may, in effect, run several businesses, esch with its
own assets, liabilities, and fund balance. For example, the primary
business of the school district is to operate schools for the education
of children. It also may operate cafeterias to feed schoolchildren.
Or, it may construct buildings in which to educate children.

The assets, liabilities, and fund balance of each of a school district’s
“businesses” constitute o “Fund.” Stated another way, ¢ fund is
an independent accounting entity with its own assets, Liabilities, and
Sfund balance. Thus a school district may have a General (or
Operating) Fund, a Cafeteria Fund, a Construction Fund, and
possibly others (depending on its need for ‘“Funds’).

The general fund

In the next several chapters we will be dealing with the General
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Fund. The General Fund is used to finance the ordinary operations
of the school district. In the accounting records of the General
Fund are recorded taxes collected, State and Federal aid, tuition
and other receipts relating to the operation of schools, and such
payments as teachers’ salaries, supplies used in the classroom, and
utility costs.

Summary
(1) What a school district owns are called Assets.
(2) What a school district owes are called Liabilities.
(3) The excess of Assets Over Liabilities is called Fund Balance.
(4) Debits are entries to the left side of an account or accounts.
(6) Credits are entries to the right side of an account or accounts.

(6) Assets have debit balances; therefore—
Debits Increase Assets
Credits Decrease Assets

(7) Liabilities and Fund Balances have credit balances; therefore—
Debits Decrease Liabilities and Fund Balances
Credits Increase Liabilities and Fund Balances

(8) Increases in assets or decreases in liabilities which result in an
increase in fund balance are called Revenue.

(9) Decreases in assets or increases in liabilities which result in a
decrease in fund balance are called Expenditures.

(10) Transactions are recorded in a Journal.
(11) From the journal, transactions are posted to Accounts.
(12) A group of accounts is called a Ledger.

(13) A Trial Balance is a listing of account titles and account balances
for the purpose of determining whether accounts are in balance—
whether the total of all debit account balances equals the total of all
credit account balances.

(14) A Fund is a group of resources and related accounts which
pertain to a specific activity of the school district.

(15) Through the use of the accounting equation, transactions are
summarized and recorded in balanced journal entries and from the
journal are posted to the proper accounts.
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CHAPTER Il

Opening the General Ledger

Recording assets, liabilities, and fund balance

A sample set of financial books is presented in this chapter. The
normal entries or postings to the various accounts for one month’s
transactions sre also illustrated.

If the books have not been opened, the person responsible for
maintaining the financial records should progress through a series of
steps in opening them. Then he may begin to post the transactions
as they occur. In summary, these steps are to:

(1) Determine the accounts needed.
(2) Establish a chart of accounts.

(3) Determine asset, liability, and fund balance values.
These amounts can usually be obtained from the superin-
tendent’s office.

(4) Record the beginning asset, liability, and fund balance
values in the General Journal; this is called the Opening
(General Journal Entry, and is the next step in opening the
General Ledger.

(6) Post the opening entry from the General Journal to the
General Ledger.

To review:

The Journal is the book in which transactions are first recorded ;
entries are made in the journal, listing the accounts affected and
showing in the separate columns the amounts to be posted later to
the accounts of the General Ledger as debits or credits.

A Ledger is a group of accounts. The General Ledger contains
the basic group of accounts.

A Chart of Accounts is a listing of all accounts used in an individual
accounting system. KEach account is assigned a number, and is

arranged in the ledger with similar accounts such as assets and
liabilities.
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Below, a simple chart of General Ledger accounts is illustrated
for the sample school district. We start with this chart of accounts
so that the financial records can show what the district has and
what it owes. As indicated in chapter II, fixed assets and long-term
liabilities are not accounted for in the General Fund but are part of
General Fixed Assets (chapter XII) and Debt Service (chapter X);
therefore, they are not provided for in the chart of accounts,

The number of accounts has been kept small to illustrate principles
and procedures, but the reader can understand that additional or
different accounts may be necessary, depending on the State’s laws
and the needs of the particular school district. Brief explanations
on the use of the accounts and, in some cases, comments on the
significance of the debit and credit balance of such accounts are
included. Remember, assets are what the district owns, liabilities
are what the district owes, and fund balance is the difference between
the two.

CURRENT ASSETS (what the district Account Normal

owns) : No. Balance
Cash_ . ___._____ . 1501 Debit.
Petty Cash_________________________ 1510  Debit.
Prepaid Expenses__ . _.______.________ 1530  Debit.
Accounts Receivable. ______________ _ 1540 Debit.
Investments________________________ 1550 Debit.

CURRENT LIABILITIES (what the
district owes) -

Salaries Payable_ ___________________ 1605 - Credit.
Accounts Payable:
ToVendors_____________________ 1610  Credit.
For Payroll Deductions..________ 1620  Credit.

EQUITY (the difference between what
the district owns and owes)

Fund Balance_..___._________________ 2010  Credit.
Reserve for Encumbrance (Summary) _ 2011 Credit.
ESTIMATED REVENUE (SUM-

MARY) . .. 2020  Debit.
REVENUE (SUMMARY)._____________ 2030  Credit.
APPROPRIATIONS (SUMMARY) __.___ 2040  Credit.
EXPENDITURE (SUMMARY).___.___._ 2050  Debit.
ENCUMBRANCES (5UMMARY)_.____. 2060  Debit.

This chart is for illustrative purposes only. Various needs and
State laws may require many more or different accounts.
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Use of account numbers

Account numbers have a definite use. As purchase orders and
invoices are received, the account to which they are to be posted
must be indicated on them. To avoid writing on each of them the
long account title to which they will be posted (through a journal
entry) the employee should use an account number. After post-
ing from the journal to the ledger, he enters the account number in
the “Reference’’ column.

These accounts fall in two broad categories—Proprietary Accounts
and Budgetary Accounts. Proprietary Accounts are those accounts
which reflect assets, liabilities, fund balance, revenues, and expendi-
tures. Budgetary Accounts are those accounts which reflect budget
operation and condition, for example, estimated revenue, appropria-
tions, and encumbrances.

The last five accounts listed, 2020, 2030, 2040, 2050, and 2060 are
summary or control accounts. This simply means that their bal-
ances represent the summary of the balances of a breakdown of
accounts in a separate or subsidiary ledger. For example, revenue
wkich is received from the Federal Government, the State, and the
local government is all posted in total to the Revenue summary
account. However, it is also necessary to keep a record of revenue
from each individual source—Federal, State, and local. Therefore, a
subsidiary ledger is maintained which contains an account for each
source of revenue in order to provide the detailed record needed; it
is called the Revenue Subsidiary Ledger. At all times the amount in
the General Ledger Revenue account should be the same as the
total of amounts in the Revenue Subsidiary Ledger. When posting
an item or items for which there is a summary account, one should
post the total to the summary account and then post the individual
amount(s) to the proper accounts in the subsidiary ledger.

The Revenue summary account is used as a sample; however, the
same principle applies to any summary account. Any subsidiary
ledger should, like the Revenue Subsidiary Ledger above, be sum-
marized in a single account in the General Ledger. This is illus-
trated below using ‘“T”’ accounts.

Transactions

Revenue received: In each transaction, cash is debited and
Revenue summary is credited ; the detail is posted to individual sub-
sidiary revenue ledger accounts as shown below.

1. Federal Sources______._ $20, ¢00
2. State Sources.._._._____ 30, 000
3. Local Sources.___.____ 80, 000
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General Ledger

Revenue (Summary) Cash
(1)$20, 000 (1)$20, 000
(2) 30,000 (2) 30,000
(3) 89, 000 (3) 80,000

Revenue Subsidiary Ledger

Revenue from Revenue from Revenue from
Local Sources State Sources Federal Sources
(3)$80, 000 (2)$30, 000 (1)$20, 000

Definitions of terms in chart of accounts

CURRENT ASSETS (A debit entry increases an asset account; a
credit entry decreases an asset account)

1501 Cash

Cash includes all bank deposits, currency, checks, postal or express
money orders, and banker’s drafts on hand or on deposit with an
official or agent designated as custodian of cash for the school
district.

1510 Petty Cash

A sum of money, either in the form of currency or a special bank
deposit, set aside for the purpese of making change or immediate
payments of comparatively small amounts.

1530 Prepaid Expenses

Prepaid expenses are those portions of insurance premiums, rent,
and other expense paid during a given fiscal year for services not yet
received, that is, for benefits extending to the end of the year or even
to succeeding years. For example, if a school district purchases a
three-year fire insurance policy on all of its buildings, it has paid its
insurance for the current year and prepaid insurance for two additional
years. That portion of the premium relating to the current year
should be charged to expenditures; and the balance relating to sub-
sequent years should be carried as Prepaid Expenses (an asset).
Prepaid expenses of subsequent years should be charged to expendi-
tures prompély at the beginning of each year.

1540 Accounts Receivable

In this account are recorded the amounts collectible by the school
district from individuals, firms, governmental units and others.

1550 Investments

Investments are defined as any securities or other property in
which money is put to earn interest either temporarily or per-
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manently. The investments most commonly used by school dis-
tricts are United States Treasury bills or bonds.
CURRENT LIABILITIES (A credit entry increases a liability account; a

debit entry decreases a liability account)

1605 Salaries Payable
Salaries payable are salaries earned but not paid.

1610 Accounts Payable to Vendors

Unpaid balances or invoices against a school district which are
due and owing to individuals, firms, or others, excluding deductions
payable such as Federal income tax, social security taxes, and retire-
ment contributions, all of which are withheld from the employee’s
payroll.

1620 Accounts Payable for Payroll Deductions

In this account is recorded any payroll deduction which is pay-
able to various governmental units or which is for items withheld

from employee’s payroll such as income taxes, social security, and
retirement,

EQUITY (A credit entry increasesan equity or fund balance account ;8
a debit entry decreases an equity or fund balance account)

2010 Fund Balance

That portion of a given fund which is not segregated for specific

purposes and which represents the difference between current assets
and current liabilittes.

2011 Reserve for Encumbrances

This is & summary reserve account in the General Ledger represent-

ing a segregation of fund balance to provide for unliquidated
encumbrances.

REVENUE AND EXPENDITURE SUMMARY ACCOUNTS

2020 Estimated Revenue Summary

(A debit entry increases an Estimated Revenue Summary account; a credit
entry decreases an Estimated Revenue Summary account)

This is the General Ledger summary account representing the

summary of all revenue estimated to accrue during the current
fiscal year.

2036 Revenuve Summary

(A credit entry increases a Revenue Summary account and a debit entry
decreases a Revenue Summary account)

This is the General Ledger summary account representing the
summary of all revenue received, that is, additions to assets which do
not increase any liability nor represent the recovery of an expenditure,

29




and the cancellation of liabilities without a corresponding increase
in other liabilities or a decrease in assets.

2040 Appropriations Summary

(A credit entry increases an Appropriations Summary account and a debit
entry decreases an Appropriations Summary account)

This is the General Ledger summary account reflecting the total
authorization granted by the board to make expenditures and to incur
obligations for specific amounts and purposes during the current
fiscal period.

2050 Expenditure Summary

(A debit entry increases an Expenditure Summary account and a credit entry
decreases an Expenditure Summary account)

This is the General Ledger summary account representing the
summary of all expenditures, that is, charges incurred, whether paid
or unpaid, for operation, maintenance, interest, debt retirement,
capital outlay, and other charges which are presumed to benefit
the current fiscal period.

2060 Encumbrances

(A debit entry increases an Encumbrance Summary account and a credit entry
decreases an Encumbrance Summary account)

This is the General Ledger summary account representing the
summary of all encumbrances, that is, commitments in the form
of purchase orders, contracts, or salary contracts which are charge-
able to an appropriation and for which a part of the appropriation is
reserved.

Opening The Books Of Account

In the presentation of the sample school district financial records,
it is assumed that the General Ledger has not been opened for this
current school year. The opening of the General Ledger is necessary
to record in the books the amounts of the assets that the district
owns, what the district owes, and as stated before, the difference
between what it owns and owes, the fund balance. Once these
amounts have been entered in the records, recording of the routine
transactions of the school district may be started—for example,
buying supplies, materials, and textbooks; paying salaries to teachers
and other employees; and reporting these activities to the proper
authorities. Since a minimum chart of accounts has now been estab-
lished, all accounts with balances (entries) should be listed before
making the opening General Journal entry.

At the beginning of the fiscal year, in July, the current assets for
our hypothetical school district are:
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Current Assets:

Cash___ $69, 445. 55
investments__________________ T 24, 847. 20
Petty Cash._._________________ 400. 00
Prepaid Expenses_._.___________ 77 3, 000. 00
Accounts Receivable...________ 3,652. 15

Total Current Assets________________ $101, 344. 90

The current liabilities (what the district owes) for our schoo] dis-
trict are:

Current Liabilities:

Salaries Payable._.__._________ $56, 900. 00
Accounts Payable:

ToVendors.._____.___________ . 3,673.25

For Payroll Deductions________________ 6, 361. 50

Total Current Liabilities..__________ $66, 934. 75

The total current liabilities are subtracted from the total current
assets and the difference is called the fund balance, for example:

Total Current Assets (what it OWNS) oo $101, 344. 90
Less: Total Current Liabilities (what is owed) .____________ 66, 934. 75
Fond Balance.....____________._______ .. $34, 410. 15

The amount of salaries payable, $56,900, as defined on page 29, is
for salaries earned by teachers during fiscal year 1966. Most of the
teachers in a school district work only during the academic year—
September to June. A common arrangement is to spread their
salary over 12 months to provide a continuity of paychecks. How-
ever, since only 10 months have elapsed by the end of the academic
year, it is necessary to pay these teachers for two more months.
Therefore, at the end of the fiscal year, the remaining two months’

salary for such employees is charged to expenditures and Salaries
Payable is established.

Preparing the opening general journal entry

The information on current assets and current liabilities may now
be used to prepare an opening journal entry. An entry is the
recording of a transaction in g journal. The making of the debit and
credit parts of an entry is called journalizing and is done in chrono-
logical order. The definition of General Journal (p. 20) indicates
that the amounts listed in the journal columns will later be posted to
the accounts of the General Ledger. At this point it may not be
clear why the ledger isn’t posted directly from the list of assets and
liabilities. The General Journal serves as & permanent record of the
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complete transaction, for both the debit and the credit parts. Again,
the journal entry is a balanced summary of the transaction and is the
only complete record of the transaction.

The opening General Journal entry follows:

GENERAL JOURNAL
Page 1 ____
DATE ACCOUNT TITLE AND EXPLANATION =L I Pyt
: 2 1 |Cash 1501 69,445 |55 |
Petty Cash 1510 400 j00
Prepaid Cxpense 1530 3,000 00
Accounts Recelvable 1540 3,652 115
Inves tments 1550 24,547 R0
Salarnies Pauable 1605 56,900 00
Accounts Payable to Vendors 1610 3,673 25
Payrofl Deductions Payable 1620 6,361150
Fund Balance 2010 34,410 15
To hecond cunnent assets, cunrent
Liabilities, and fund balance as
of July 1, 1966,

Several things in the General Journal entry, above, should be
noted:

First, the date is shown in the Date column.

Second, note the position of the entry on the form. The
Debit accounts and amounts are placed on the left and the Credit
accounts and amounts on the right. This is a standard practice.

Third, all of the accounts affected are included in the entry.

Fourth, the total of the Debit amounts equals the total of the
Credit amounts. This should be true of any journal entry. Asis
pointed out in the previous chapter, in every transaction, there is
an action and an equal reaction.

Fifth, a brief description of the transaction or purpose
of the entry is given.

Finally, please understand that if you were to begin work
for a school district at some time other than the beginning of
the fiscal year these entries should already have been made in
the financial records. However, you should prepare a trial
balance (a list of the debit balances and the credit balances) to
make certain the accounts are in balance.

Posting the general ledger

General Journal entries are posted to General Ledger accounts.
The amount shown for an account in the journal entry is posted to
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that account in the General Ledger, as a debit if the amount appears
in the debit column or as a credit if the amount appears in the credit

column.
The first account listed in the entry is Cash. The posting would be

as follows:

GENERAL LEDGER
Page 1
Accounf CMh. Accounf /f _L
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
261 eginning Balanck J1 69,445]55 l '

Note that the entry is posted in the Debit column. As each entry is
posted to the proper ledger account, the date of the entry is recorded
in the “Date”’ column, the source of the entry is recorded in the
“Ref.” column (in this case the source is the first page of the General
Journal, thus the abbreviation ‘“J1”). In all ledger accounts the
same rule applies—the source for the entry is indicated in the
Tleference column. Since ledger accounts are always posted from
journals, the Reference will always be a certain page in a journal.

After the posting of an entry has been completed, it is helpful to
have some way of indicating this step in the journal. This is accom-
plished by entering the number of the account to which posted in the
Reference column of the journal. Note that 1501 is entered on the
first line in the Reference column of page 1 of the General Journal
on page 32. This means that $69,445.55 has been posted as a
debit to the Cash account, account number 1501. This, then,
serves two purposes—(1) to indicate that posting has been completed ;
and (2) to indicate the account to which the entry was posted.

Each line of the opening entry in the General Journal is similarly
posted, until the entire entry has been posted to the General Ledger.
The opening of the General Ledger is then complete. In this illustra-
tion there is a total of nine General Ledger accounts; postings to the
other eight accounts are shown here and on the next several pages.

GENERAL LEDGER
Page .1
ACCOUnf pmll CMh Accounf ” ’_5’0___
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REE. AMOUNT
1% 1 {Beg Rafancoe 11 400]10




o e ————— .

- —

GENERAL LEDGER

Page J
Account __Prepald Expense Account ¥ __1530
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE | EXPLANATION |7t AMOUNT
196
1 ngT Rafance 11 3'000 i}
GENERAL LEDGER
Page !
Account _ Accounts Receivable Account ¥ 1540
POST DEBIT POST CREDIT
DATE | EXPLANATION |} ppr AMOUNT DATE | EXPLANATION  |'pec AMOUNT
19
ﬁﬂrz eg. Bafance | J1 3,652 15
GENERAL LEDGER
Page __1__
Account _Investments Account ¥ __1550
POST DEBIT POST CREDIT
DATE |  EXPLANATION | pec AMOUNT DATE | EXPLANATION 1} per AMOUNT
1966
ufyl 1 Beqg, Balanee 1 94')?47 ZDH
GENERAL LEDGER
Page __!
Account _ Salardes Payable Account # _1605
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE | EXPLANATION ['pcc AMOUNT
1966
u?A 1 |Beg. Balance |J1 __ 56,900 00
GENERAL LEDGER
Page !
Account Accounts Payablfe - Vendonrs Account # 1610
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE | EXPLANATION ['ped AMOUNT
Ziﬂl Beg, Balance J1 3,673 125
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GENERAL LEDGER

Page 1.
Account __Paynollf Deductious Payable Account ! 1420
POST DEBIT X POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE | EXPLANATION  |'pe2” AMOUNT
- 966
i wlyl 1 Beg, Bafance 1 6,36115
GENERAL LEDGER
Page _I__
Account _Fund Balance Account # _2010
. POST DEBIT i ) POST CREDIT
DATE | EXPLANATION | ere | AMOUNT DATE | EXPLANATION  |'pec AMOUNT
966
yil Beg. Bafance | JI 34,410115

A graphic illustration of the journal entry and its subsequent
posting to the ledger accounts is shown on the following page.

Summary

(1) A listing of all accounts used in an individual accounting system
is a Chart of Accounts.

(2) An account that is used to consolidate items of 8 broad category
in one place is called a Summary Account. For example, all revenue,
regardless of source, is entered in the Revenue Summary account.

(3) A group of accounts, each of which is used for recording specific
items belonging to a broader general category, is called a Subsidiary
Ledger. For example, each account in the Revenue Subsidiary
Ledger is used to record some type of revenue.

(4) An Entry is the completed recording of a transaction in a journal.

(5) Journalizing is the process of making the debit and credit parts
of an entry.

(6) In every Journal Entry, the total of the debit entry or entries
must equal the total of the credit entry or entries.

(7) The General Ledger is posted from the General Journal.

(8) Salaries Payable :re salaries earned by teachers during the
current fiscal year. Payment is withheld and made during the fol-
lowing fiscal year so that teachers might receive pay over 12 months.
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CHAPTER IV
Recording the Approved Budget

The estimated revenue budget

The recording of the opening entries in the General Journal and
the posting of the amounts to the accounts of the General Ledger is
the first step in opening the records. This chapter takes the next
step in the sequence—recording and posting the approved budget.

A school budget is an official statement of the anticipated revenues
and expenditures of the school district for a definite period. Through
the budget, the board of education, the school administration, and
the people of the community reach agreement on the financing of the
educational program. In other words, the annual budget is the
educational plan of a school district for a school year expressed in
dollars.

The entry for recording the approved budget is made in the journal
and is posted to accounts of the General Ledger in the same manner
as the journal entry which originally opened the books (illustrated in
chapter III). Our hypothetical district keeps its books on a fiscal
year basis.

The fiscal year most often used begins July 1 and ends the following
June 30. A budget is prepared for each fund for a specific fiscal year.

In this chapter the concern is the budget for the General Fund—-
the fund which finances the ordinary operation of the school district.

The approved estimated revenues in the annual budget for our
hypothetical school district are seen below. The account descrip-
tions and numbers for revenue are taken from Handbook II, Finan-
cial Accounting for Local and State School Systems.! However,
revenue accounts in use vary among States. For a more complete
list see the accounting manual issued by your State department of
education.

1 Reason and White, p. 6.
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Hypo‘hetical School District
Xville, U.S.A.

Annual Budget—~Fiscal Year 1967
General Fund

Estimated Revenue
10. Revenue From Local Sources

11. Taxation and Appropriations Received. ... ___._._ $353, 270

14. Other Revenue From Loeal Sources. - oo oo oo 300

20. Revenue From Internediate Sources. ... .. ____. - 220

30. Revenue From State Sources... ... ... oo .. 253, 380

40. Revenue From Federal Sourees. . ... ... 2, 000
80. Amounts Received From Other School

Districts in the State..._ ... 1, 350

Total Estimated Revenue....._ ... . _________.. $610, 520

Plus anticipated Fund Balance as of the end of the current,
fiseal year. . . 29, 410

...................... $639, 930

Please note that the Total Estimated Amount Available, $639,930,
includes the anticipated Fund Balance, $29,410, as of the end of the
current fiscal year. When the fiscal year starts on July 1, which is
the fiscal year used here, budgets are normally prepared in the spring
for the following fiscal year. Since budget figures are based on
estimates, the amounts are usually kept in whole dollars. Please
note that the actual fund balance as of July 1, $34,410.15, is $5,000.15
more than the amount estimated at the time the budget was prepared.

Each of the items of estimated revenue should be accounted for in
a separate account so that excess revenue or revenue shortages may
be readily identified by source as the school year progresses. This
is accomplished by the use of the subsidiary Revenue Ledger. Re-
member that every subsidiary ledger is summarized in an account
in the general ledger.

The original entry for the approved estimated revenue budget may
be subject to adjustment later if revenue estimates change. Sample

adjustments of this type are shown in a later chapter of this
handbook.

Recording the estimated revenue budget

The General Journal entry recording the estimated revenues
lists the General Ledger accounts and the subsidiary Revenue
Ledger accounts and the amounts for each. The entry can be
made as shown on the following page.

Several things should be noted about this journal entry. First,
this is a General Journal entry, just like the one used to open the
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books for the first time as shown in chapter III. This entry, how-
ever, alsc carries the detailed information for posting in the accounts
of the subsidiary Revenue Ledger.

Second, note the arrangement of the journal entry. The entries
for the controlling or summarizing account, Estimated Revenue,
and the Fund Balance account are shown, as before, in the Debit
and Credit columns, respectively; both are General Ledger accounts.
The Estimated Revenue account is called a control or summarizing
account because it represents the total of all the individual revenue
accounts. Accounts and amounts to be posted to the subsidiary
ledger are entered in the Account Title and Explanation Column and
do not have the balancing feature of debits and credits; however,
postings to the individual subsidiary Revenue Ledger accounts must
add to the total shown in the Estimated Revenue control account
in the General Ledger.

GENERAL JOURNAL
Page 2 ___
DATE ACCOUNT TITLE AND EXPLANATION ey AMOUNT e
1988 )
Jufy 1 [Esatimated Revenue 2020 610,520 Y0
Fund Bafance 2010 610,520[00

To necond and establish the Estimated
Revenue Summary account in the Gen-
ernal Ledger fon the approved Genenral
Fund budget fon the giscal yean 1966-
67, Detailed breakdown of Estimated
Revenue 44 Listed below:

Acct. ¥ Title Amount
11 Tax, & Appro. Ree'd. $353,270.00 11
14 _ Othen Rev, §n, loc, Sncs, 300.04 14
20 Rev, fn. Inteamed. Sncs. 220.04 20
30 _Rev. 4{r. State Sounces 253,380,004 30
40 __ Rev. {n. Fed, Sounces 2,000,04 40
80 Amounts Rec'd, n, Othen 80
Schl. Diats, in the State 1 350.03L
$610,520,0

Posting the general ledger

The journal entry for recording the approved total estimated
revenue budget is posted to the General Ledger in the same manner
as the journal entry which originally opened the books. The
account numbers 2020 and 2010, for the Estimated Revenue and
Fund Balance accounts, are taken from the Chart of Accounts in
chapter III, page 26.
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GENERAIL LEDGER

Page .1
Account __Fund Bafance Account ¥ _2010
POST DEBIT . POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
196
Tud, ,gga. Bafance | J1 34,410 115
et up Eat. *
i Rev, acet, J2 610,520 100
GENERAL LEDGER
Page !
Account __Estimated Revenue Account # 2020
FOST DEBIT POST CREDIT
DATE |  EXPLANATION | %00 AMOUNT DATE | EXPLANATION [Tece’ AMOUNT
196 Set up EsL.
H“Lq 110y, “Boct 121 410,520 0

Note that in the case of the Fund Balance account, the credit
adds to the credit balance resulting from the posted original opening
journal entry in chapter ITI. The new credit balance of $644,930.15
(sum of the old balance $34,410.15 plus $610,520.00) represents an
estimated fund balance which will be used to finance the General
Fund operations during the fiscal year.

Posting the subsidiary ledger

The subsidiary Revenue Ledger forms used provide space for
recording estimated revenues, actual revenues and the uncollected
balance of estimated revenues. Since we now are concerned with
recording the budget, the entries shown below are recorded in the
Estimated Revenue columns. The revenue accounts are posted as
follows:




ERIC

Aruitoxt provided by Eic:

wo . . %

REVENUE LEDGER
Account ¥_11__ Page 1 ___
Account Description Taxation and Appropriation
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF, REVENUE REVENUE TO DATE BALANCE
966
Juby 1 12 353'2] 00 353,2701¢
REVENUE LEDGER
Account ¥_14 Page __1
Account Description _Othen Revenue from Locaf Sources
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1966
Tuly 1 12 300)00 300
REVENUE LEDGER
Account ¥#_20 Page _!
Account Description Revenue fnom Tnteamediate Sowrces
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF . REVENUE REVENUE TO DATE BALANCE
1766
JULL'I 1 J2 220100 220
REVENUE LEDGER
Account #_30 Page _1
Account Description Revenue from State Soynces
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1966
Juby 1 J2 253,380100 253,380] 00
REVENUE LEDGER
Account ¥ 40 Page .1 ___
Account Description _Reugnue grom Federal Sourc
ESTIMATED ACTUAL TOTAL REVENUE .
DATE REF. REVENUE REVENUE TO DATE BALANCE
1955
Julg 1 12 210ﬂﬂ 00 2'000 20,
REVENUE LEDGER
Account ¥_80 _ Page 1
Account Description _Rev, §rom Othen Sché, Dists, in State
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1985
July 1 J2 1,350100 1,350100
41
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The appropriation and expenditure budget

The approved appropriations in the annual budget for the hypo-
thetical school district are shown on pages 42-43. Again the account
description and numbers for appropriation and expenditure accounts
are taken directly from Handbook II, Financial Accounting for
Local and State School Systems.?

Each of the appropriation and expenditure items in the budget
should be accounted for separately so that expenditures may be
controlled within individual budget classifications. This is ac-
complished by use of a subsidiary Appropriation and Expenditure
Ledger.

The difference between the terms appropriation and expenditure

is that the former is the money budgeted for specific purposes, and

the latter is the money spent for the same purpose. For example,
if $2,000 is appropriated for School Supplies, we say we have a
$2,000 appropriation. As the $2,000 is spent on school supplies,
we have expenditures against the original appropriation.

The Budget for Expenditures may be formally revised later if
estimated expenditures change. Sample revisions of this type are
shown in a later iwpter.

Recording estimated expenditures o~ appropriations

The General Journal entry recording appropriations lists the
General Ledger accounts, the subsidiary Appropriation and Ex-
penditure Ledger accounts, and the amounts for each. Note that
the account numbers 2010 (Fund Balance) and 2040 (Appropriations
control account) are taken from the Chart of Accounts in chapter
ITI, page 26. The entry recording appropriations (estimated ex-
penditures) is shown on pages 44-45.

ESTIMATED EXPENDITURES
FISCAL YEAR 1967

100. Administration

110. Salaries_ . _ ... $18, 600
120. Contracted Serviees. _ . _ oo 250

130. Other Expenses_ . . - oo 300 819,150

200. Instruetion
210. Salaries
211. Prineipals. __ ... ____.___._ $30, 000
212. Supervisors. _.__ .. oo _.. 20, 000

2 Reason and White, p. XIX.
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! 213. Teachers oo $390, 000
I 214, Librarian-. oo ______ 8, 000
: 215. Clerks. oo e 8, 000
i 216. Guidance .. . oo ... 7, 500 $463, 500
! -
’ 220, Textbooks. .. 2, 000
H 230. Library Supplies. - - oo 700
. 240. Teaching Supplies. .- oo 1, 700
;t 250. Other Expenses. - -~ oo 500 $468, 400
i [
! 400. Health Services
: l 410. Nurses’ Salaries. ... .. ___._ 3, 800 ]
i 420. Other Expenses_ ... oo ___.__. 200 4,000 !

500. Pupil Transportation Services

!1 520. Transportation Contract . ________________ 4,150 4,150
) -
¥ 600. Operation of Plant
610. Salaries_ . 20, 000
630. Heat. - - e 6, 000
640. Utilities. . oo oo 2,100
650. Supplies. - - - ceao 690
660. Other Expenses. - __ .. 100 28, 890
700. Maintenance of Plant
720. Contracted Services. - - oo 3, 700
730. Replacements of Equipment._-.____________ 1, 400 5, 100
800. Fixed Charges
810. Retirement & FICA ... . . ... __. 45, 600
820. Insurance Premium._.____ . ______________ 2,700 48, 300
1100. Community Services
! ! 1110, Recreation. . __ .. e 500
; 1130. Public Libraries.. .. .. 500 1, 000
’ 1200. Capital Outlay
1220. Buildings. - . - e 22, 000
1230. Equipment.._ .o 4,000 26, 000
: 1300. Debt Service !
! 1310. Principal ... .. s 32, 000
1320. Interest_ ... ... _.__. e ———— 2,500 34,500 ]
? 1400. Outgoing Transfer Accounts
X 1410. Tuition . oo 440 440
§ PRS-
t H
! Total Appropriations._ . ... .. oo $639, 930

The total of the appropriations is debited to the Fund Balance
account. The total appropriations in all accounts in the subsidiary
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Appropriation and Expenditure Ledger are equal to the balance in
the General Ledger Appropriations account,

GENERAL JOURNAL
L Page 3.
[
| DATE ACCOUNT TITLE AND EXPLANATION POST Abon T
I' Juz:l 1 Balance 2010 4_639'930 ili]
Appropriations 2040 639,930/ 00
1) To necond Appropriations in the ap-
proved Genenal Fund budget {on fiscal
yean 1966-67. Detailed breakdown of
ﬁ appropriations {s Listed befow: -
Acet, # Title Amount
110 Admén,, Salanics 4 18,600,00] 110
120 Admin., Contr, Services 250,00 120
\ 130 Admin,, Othen Expenses 300,00 130
211 Inatr,, Principal’s Saf,  30,000,00] 211
212 Instr., Supervison's Sal.  20,000.00) 212
213 Instn,, Teachens' Saf, 390,000.00] 213
214 1nstn,, Librarnian Sak, 8,000,001 214
215 Instn,, Clonks' sak, $,000,00] 215
| 216 Instn.,Teachen Assists.Sab. 7,500.00| 216
! 220 _ Instn,, Textbooks 2,000,00] 220
: 230  Instn,, Librany Supplies 700,00 230
: 240 Inatr,, Teaching Supplics  1,700.00; 240
f 250  1nstn,, Othen Expenses 500,00 250
K 410 _ Health, Nunse's Sal, 3,800,00| 410
' 420  Health, Other Expenses 200,00| 420
520  Transporntation Conthact 4,150,00] 520
, 610  Operation of Plant, Sak. 20,000.00] 610
‘ ! 630 __Openation of Plant, Heat  6,000.00| 630
640 Operation of Plant, Utif,  2,100,00] 640
650 Operation of Plant, Supp. 690.00] 650
660  QOpenation of Plant, Othen Exp, 100,00} 660
720  Maint of Plant,Contr,Ser,  3,700,00| 720
E 730  Maint, of Plant, Replacement 730
E of Equip. 1,400.00
! 810 Fixed Chngs., Ret., 6 FICA 45,600,00] 810
820  Fixed Chngs,, Tns, Prem,  2,700,00} 820
. 1110 Comn. Ser., Recreation 500,00 1110
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| GENERAL JOURNAL

; Page. 3A__
'
; DATE ACCOUNT TITLE AND EXPLANATION POST L st P
i 966
E Tuby 111130  Comn, Sen. Pub, Libw 500,00 1130
. 1220 Capital Outlay, Bldgs. 22,000.00] 1220
1230 _ Capital Outtay, Equip, 4,000,00| 1230
E‘i{ 1310 _ Debt Ser., Principal 32,000,00] 1310
N 1320  Debt Sen,, Interest 2,500,00 1320
E 1410 Quigoing Trans,, Tuition 440,001 1470
TOTAL APPROPRIATTONS $639,930.00
|

! Posting to the general ledger

The journal entry for recording the approved total Appropriation
and Expenditure budget is posted to the General Ledger in the same
manner as the journal entry for the Estimated Revenue. Note that
the General Ledger account Fund Balance has the previous postings
recorded for opening the books and recording the Estimated Revenue.

Note, again, that the debit to the Fund Balance account has been
subtracted from the previous credit balance reducing the balance
of the account to $5,000.15. Thus, the balance in one account,
Fund Balance, has been transferred to several Appropriation and
Expenditure Ledger accounts; in other words, the funds have been
earmarked for specific purposes.

i
! GENERAL LEDGER
Page _1__
Account _Fund Balance Account # _2010
POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REE, AMOUNT
66 u - 96
’Ziy 1 S%fai?nﬁfpggn! 13 439,93010 ufg 1 gzﬁ T bginnnp 11 34,410
3 1 RS BB |1 410,52010
v GENERAL LEDGER
! : Page 1___
i Account __Appropriationd Account # 2040
POST DEBIT POST CREDIT
‘ DATE | exelanamion |TTl o SRR DATE | EXPLANATION |72’ AMOUNT

10 ] 1 REERonBPR%e] 13| 639,930 po
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Posting the appropriation and expenditure ledger

The subsidiary Appropriation and Expenditure Ledger is posted
from the detailed breakdown shown in the General Journal entry.
The posting is entered in the “Unencumbered Balance’’ column be-
cause at this point (the start of the fiscal year) no expenditures have
been made.

There are more accounts in the Appropriation and Expenditure
Ledger than in other ledgers and the majority of posting is to that
ledger. These accounts are the most important to school adminis-
trators in the day-to-day operation of the schools because they reflect
the status of the budget—how much unencumbered or uncommitted
money is available for spending. The unencumbered balance is
what is left after deducting from the original appropriation the
expenditures and encumbrances (funds committed for salaries and
by purchase orders).

Normally, the total revenue available to a school district is allo-
cated to meet the various types of expenditures which will occur
during the year; and management of the Appropriation and Expend-
iture Ledger accounts becomes the major financial problem. For
this reason an encumbrance system is recommended in the manage-
ment of a school district’s finances.

As indicated above, encumbrances are commitments in the form
of purchase orders, contracts, or salary contracts which are charge-
able to an appropriation and for which a part of the appropriation
is reserved. When the commitments are paid or when a liability is
actually established, they cease to be encumbrances. The use of
encumbrances will be illustrated in the next chapter.

The form used for the Appropriation and Expenditure Ledgsr
accounts differs from the form used for the Revenue and General
Ledger accounts. In addition to the appropriation and expenditure
columns, columns are provided for encumbrances, liquidations (or
reductions of encumbrances), total encumbrances, and the unen-
cumbered balance.

Appropriations are posted to the appropriation and expenditure
accounts as follows:

APPROPRIATION AND EXPENDITURE LEDGER
Account #_110 Page !

Account Description _Admnindsthation, Safaries

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | ReF. A”"{‘loo’;ﬁ's"‘ ENCUM~ E’T‘Sﬁg‘s"" EXPENDI- {BRANCES|AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE

TURES

966

Jubyl] 73 116.600 |00 16,600 |00




I3 APPROPRIATION AND EXPENDITURE LEDGER

Account #_120 Page 1 ____
Account Description Administhation, Contnacted Senvices
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. A"";‘,g”,\’};“' ENCUM- E’T‘Ssg‘s"" EXPENDI~ [BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI~ | BALANCE
TURES
66
Julyli J3 250 |00 250 [00

! APPROPRIATION AND EXPENDITURE LEDGER

! Account ¥ __130 Page._1
Account Description Administhation, (Other Expense
!
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM~
DATE | RreF, A""T"lg';’};"" ENCUM- E;‘S:g"" EXPENDI- |BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
{ TURES
I 796
Julyll J3 300 [00 300100

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _211 Page__ 1

Account Description __Instruetion, Principals' Salaries

i ENCUMBRANCES TOTAL
. TOTAL TOTAL ENCUM- UNEM-
DATE | ReF. A""T’“gm"" ENCUM- E’T‘Sgg"" EXPEND)- [BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI= | BALANCE
TURES
1366
Jubyll J3 30,000 |00 30,000 {00

APPROPRIATION AND EXPENDITURE LEDGER

( Account # 212 Page. .1

' z Account Description _Instwetion, Supervigons' Salaries

i ‘ ENCUMBRANCES TOTAL

! TOTAL TOTAL ENCUM- | UNEM-
i DATE | REF. APPTR|%PNR:;A- ENCUM~ E’T‘Sggo" EXPENDI- [BRANCES, AND| CUMBERED
: OBLIGATE | LIQUIDATE | BRANCES TURES EXPEND)- | BALANCE
: TURES
. 1946
: Jubyl| 13 120,000 oo 20,000 J0g
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Account ¥

APPROPRIATION AND EXPENDITURE LEDGER

213 Page . 1

Account Description _Instruction, Teqachers' Safanies

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM~
DATE | REF, APP?;%PNRQA- ENCUM- E’T‘Sgé“s"" EXPENDI- [BRANCES|AND] CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPEND|- | BALANCE
TURES
1966
Julyl] 33 1390,00000 390,00400
APPROPRIATION AND EXPENDITURE LEDGER
Account f__214 Page 1

Account Description _ Insthuetion, Librarian Salary

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM~
DATE | REF. APPR;%PNR'sA- ENCUM- E’T‘Sgé“s"" EXPENDI- |BRANCES. AND] CUMBERED
T OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl]l 13 | 4,000 |00  £,000 100
APPROPRIATION AND EXPENDITURE LEDGER
Account #_215 Page..!

Account Description _Tnstruction, Cleiks' Salaries

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. A""",%’;ﬁé"' ENCUM- E’T‘SEE“SD" EXPENDI- [BRANCES, AND| CUMBERED
T OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyll 33 8,000 00 8,000 {00
APPROPRIATION AND EXPENDITURE LEDGER
Account # _216 Page 1

Account Description __Instruction, Teacher Assistants' Salaries

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP?;%PNR’sA- ENCUM= E’T‘SEE‘SD" EXPENDI~ |BRANCES]AIND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
66
Julyll 73 7,500 100 7,500 |00




APPROPRIATION AND EXPENDITURE LEDGER

j Account ¥ 200 Page__1
Account Description _Inatruction, Textbooks
: ENCUMBRANCES TOTAL
| TOTAL TOTAL ENCUM- | UNEM-
| DATE | REF. A""{‘l%';ﬁ's”" ENCUM- E¥S§g°" EXPENDI~ JBRANCESAND| CUMBERED
, OBLIGATE | LIQUIDATE | sRANCES TURES EXPENDI- | BALANCE
TURES
' 1966
g, Jubytl 33 | 2,000 loo < 2,000 j00
I

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _230 Page 1

Account Description _Instruction, Library Supplies

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM~

l DATE | REF. A""]!‘I%"N'“SA' ENCUM- E¥S§g°" EXPENDI- [BRANCES, AND| CUMBERED
; OBLIGATE | LIQUIDATE | BRANCES TURES EXPEND|- | BALANCE
‘ TURES
4

1966

Jubyl] 13 700 00 700 {00

APPROPRIATION AND EXPENDITURE LEDGER
Account # 240 Page __!

Account Description _Instruction, Teaching Supplies

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. A""]!"%Prﬁ's”" EMCUM- E¥S§g°" EXPENDI- [BRANCES,AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI~ | BALANCE
TURES
66
Jubyl] J3 1,700 100 1,700 {00

APPROPRIATION AND EXPENDITURE LEDGER

¢ Account #_ 250 Page 1.
Account Description Indtruction, Othex Expenses
! ENCUMBRANCES TOTAL
{ TOTAL TOTAL ENCUM= | UNEM-
DATE | REF. A""]!"%';ﬁ’s"‘ ENCUM- E’T‘Sgg‘s”" EXPENDI- [BRANCES,AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl{ 13 500 Yo 500 100
1
' s B Y
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APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _410 Page 1

Account Description,__Health, Nunse's Salary

ENCUMBRANCES TOTAL
) TOTAL TOTAL ENCUM- | UNEM~
DATE | REF, AP”%%’;ELA ENCUM- | EXFENDI™ | eXPENDI- [BRANCES/AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl| 33 | 3,800 100 3,800 J0o

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ 420 Page ...

Account Description __tiealth, Othen Expenses

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APP}*'%’;ﬁ;A' ENCUM- E’T‘L’,’gg"" EXPENDI- [BRANCES|AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl] 33 200 100 200 100
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ 520 Page. 1 .
Account Description __Taanapontation Contract
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APP{‘,%’;E;A' ENCUM- E;‘SEE“S‘" EXPENDI- |BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1326
Jutyl| 73 | 4,150100 4,150 }00
APPROPRIATION AND EXPENDITURE LEDGER
Account # _ 610 Page !
Account Description __0 (on_of Plant, Salanies
ENCUMBRANCES TOTAL
TOTAL TOTAL EMCUM- | UNEM-
DATE | REF. A”P{*I%”rﬁg”“ ENCUM- E}‘SEE“S"" EXPENDI- [BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI~ | BALANCE
TURES
1966
Julyll 33 120,000 )00 20,000 100
H0
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APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _630 Page __1

Account Description _Operation of Plant, Heat

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, A””ﬁ%’;ﬁ;”" ENCUM- E’T‘SEE“SD" EXPENDI~ |BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl] 33 | 6,000 po 6,000 po
APPROPRIATION AND EXPENDITURE LEDGER
Account # 640 Page .1
Account Description _Operation of Plapt, Utilities
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM~ | UNEM-
DATE | REF. APPTR%;E'sA- ENCUM- E’T‘SEE“SD" EXPENDI- |BRANCES;AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyll 73 ,100 00 2,100 |00

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ 650 Page._._1

Account Description __Operation of Plant, Supplies

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, A””{*‘%”rﬁ's”" ENCUM~ E’T‘SE{:.“SD" EXPENDI- |BRANCES,AND} CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl] 33 690 |00 690 100

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _460 _ Page . 1
Account Description _Operation of Plant, Othen Expenses

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. A””ﬁ%”rﬁ's”" ENCUM= E}‘Ssg"" EXPENDI- |BRANCES,AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI= | BALANCE
TURES

1966

Jubyl] J3 100} 0¢ 100|046
i
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APPROPRIATION AND EXPENDITURE LEDGER
Account #_720 Page 1

Account Description _Maintenance of PLant, Contracted Services

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APPRI%ﬁ'SA' ENCUM- E’T‘SEE‘S"" EXPENDI- [BRAMCES,AND| CUMBERED
T OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyll J3 3,700 100 3,700 |00
APPROPRIATION AND EXPENDITURE LEDGER
Account #_730 Page 1
Aceount Description __Maintenance of Plant, Replacement of Equipment
ENCUMBRANCES TOTAL
TOTAL TOYAL ENCUM~ | UNEM-~
DATE | REF. APP?u%mA- ENCUM- E’T‘SEE“S"" EXPEND!~ {BRANCES,AND] CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl) 33 | 1,400100 1,400 00
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _810 Page
Account Description __Fixed Changes, Retinement and FICA
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | Rep, |APPROFRIA- encUM- | ERFENPI- | expENDI- [aRANCES,AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyll 33 145,600 |00 45,600 J0¢

APPROPRIATION AND EXPENDITURE LEDGER
Account #_ 820 Page !

Account Description _Fixed Charges, Tnsurance Premium

o

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP?;%Prﬁ'sA' ENCUM- | EXPENDI | £XPENDI- {BRANCES|AND} CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
966
Jubyll 33 | 2,700 |00 2,700 00
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APPROPRIATION AND EXPENDITURE LEDGER

Account #1110 Page 1 .
Account Description _Community Seavice, Rechgation
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | ker, |APPROPRIA- ENCUM- | EXPENDI= | expENDI- BRANCES/AND] CUMBERED
OBLIGATE | LIQUIDATE |  BRANCES TURES EXPENDI- | BALANCE
TURES
1566
Jubyl}l I3 500 Joo 509 Joo
APPROPRIATION AND EXPENDITURE LEDGER
Account # _1130 Page !
Account Description _C ity Senv Pubfic Library
ENCUMBRANCES TOTAL
TGTAL TOTAL ENCUM- | UNEM-
DATE | Rer, |APPROPRIA- ENCUM- | ERFENDI | expENDI- |BRANCES, AND| CUMBERED
TIONS 1 OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
966
Julyl| J3A 500 po 500 Po

APPROPRIATION AND EXPENDITURE LEDGEF.
Account ¥ _1220 Page__. 1 ___

Account Description __Capital Outlay, Buifdings

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM= | UNEM-
DATE | REF, APP%%"S;A' ENCUM~ E’T‘Ssé“s"" EXPENDI- |BRANCES/AIND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | PALANCE
TURES
966 '
Julyl| J3A 122,000 {00 22,000 {00
APPROPRIATION AND EXPENDITURE LEDGER
Account #_ 1230 Page_ 1
Account Description _Capital Outfay, Equipment
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APPT’"%';L“SA' ENCUM- E;‘Sﬁg‘s"" EXPENDI~ [BRANCES;AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXVENDI- | BALANCE
TURES
1966
Jubyl] 334 | 4,000 po 4,000 o
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APPROPRIATION AND EXPENDITURE LEDGER

Account # __1310 Page. 1
Ascount Description Debt Senvice - Prlneipal
ENCUMBRANCES I TOTAL
TOTAL TO1AL ENCUM~ | UNEM-
DATE | Rer, |APPROPRIA- ENCUM- E’T‘SEE“SD" EXPENDI- |BRANCES AND| C'JMBERED
OBLIGATE | LIQUIDATE | BRAICES TURES EXPENDi~ | BALANCE
TURES
1966
Jubyll 33 |32,000 (00 32,000 l|oo

APPROPRIATION AND EXPENDITURE LEDGER

Account # 1320 Page ...
Account Description __Debt Seavice - Interesf
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEm-
DATE | REF. A””T“,%”rﬁ's’*' ENCUM- E’T‘SEE‘SD" EXPENDI- [BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl| 33 | 2,500 00 2,500 [oo

APPROPRIATION AND EXPENDITURE LEDGER
Account f 1410 Page

Account Description __Outgoing Transfens - Tuition

1

ENCUMBRANCES TOTAL
TotAL | . | ToraL ENCUM= | UNEM=
DATE | REF. APP?,%’L’}‘SA' ENCUM- "T‘SEED‘ EXPENDI- [BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES | EXPENDI- | BALANCE
TURES
66
Jubyll J3 440 po 440 PO

Note in each preceding account that the approved appropriation
(estimates of expenditure) is shown in the Appropriations column as
well as in the last column, Unencumbered Balance. As amounts are
entered in the Encumbrance or Expenditure columns, the Unen-
cumbered Balance (the amount not obligated or expended) column
will be adjusted accordingly. These entries are described in detail
in the next several chapters.

At this point the General Ledger has been opened and the official
budget has been recorded. Another trial balance should be made
at this point, similar to the one prepared in chapter II, to make sure
that all the postings to the General Ledger accounts were correct.
Remember that a trial balance is prepared by

(a) Determining the account balance and whether it is a debit
or credit balance.
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(b) Listing the debit balances in one column.
(c) Listing all the credit balances in the other column.
(d) Adding each column.

(e) Comparing the column totals to make sure they are equal.

If the column totals are not equal, it is necessary to check your
postings to find the errors and make corrections. The trial balance
should always show the name of the district, the title of the report
(trial balance), and the date. At this point the trial balance is as
shown below.

Now that the General Ledger is open, a series of hypothetical
transactions is illustrated in the next chapters to demonstrate the
principles and procedures described earlier.

HYPOTHETICAL SCHOOL DISTRICT
TRIAL BALANCE

Juty 1, 1966
Account Title Aﬁg‘f‘ Debit Credit
Cash 1501 69,4451 55
Petiy Cash 1510 4001 00
Prepadid Expense 1530 3,000} 00
Accounts Recedivable 1540 3,652 15
Tnvestments 1550 24,8471 20
_Safaries Payable 1605 56,900]00
Accounts Payable to Vendons 1610 3.673125
Paynoff Deductions Payable 1620 6,361]50
Fund Bafance 2010 5,000]15
Estimated Revenue 2020 610,520} 00
Appropriations 2040 639,930100
711,864190 711,854|90
[}
Summary

(1) The official statement of the anticipated revenues and expen-
ditures of a school district for a definite period of time is called a
Budget.

(2) An Appropriation is money budgeted for specific purposes.

(3) Encumbrances are commitments in the form of purchase orders,
contracts, or salary contracts which are chargeable to an appropria
tion and for which a part of the appropriation is reserved.

(4) The amount not obligated or expended in an Appropriation and
Expenditure Ledger account is called the Unencumbered Balance.
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CHAPTER V
A Sample Month of Transactions

In chapters ITI and IV the groundwork has been laid for recording
financial transactions in our hypothetical school district. The
operations llustrated in those chapters are normally performed only
once a year, that is, at the beginning of the fiscal year. As chapter
III indicates, the recording of the district’s assets and liabilities
opened the General Ledger and shows what the district has and
owes; the difference between the lafter is the fund balance.

As chapter IV indicates, the annual budget is next recorded in
the General Ledger by first journalizing it in the General Journal
and then posting to the accounts of the General Ledger.

Chapter IV defines the term encumbrances as commitments in the
form of purchase orders, contracts, or salary commitments. They
are chargeable to an appropriation and, ir effect, reserve part of the
appropriation. Effective expenditure control requires the recording
not only of the cash expenditures, but also of the liabilities and en-
cumbrances. When incorporated into the accounting system of a
school district, encumbrance procedures serve to reserve or restrict
portions of the budget appropriations of the district for commitments
or contractual obligations which have been made. In the normal
operation of a school district it is necessary that the financial records
enable the school administrator to distinguish between what has
actually been spent and what has been committed against the budget
so that he knows what is left for future needs. Financial records
would be very misleading if obligated or committed amounts were
not deducted from the amount available for expenditures, and might
well result in exceeding the appropriation. The use of encumbrances
to indicate current obligations or commitments which will become
future expenditures is sound financial management and eliminates
any guesswork regarding the unencumbered balance in any account.

Encumbrances and reserve for encumbrances accounts

It is recommended that Encumbrances and Reserve for Encum-
brances accounts be used in the General Ledger, and these accounts
are numbered 2060 and 2011, respectively. These are again control
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accounts similar to the Estimated Revenue and Appropriations
control accounts as illustrated in chapter IV. These accounts will
be posted in summary only and the detailed breakdown of the sum-
mary will be shown below the entry in the General Journal. Each
Appropriation and Expenditure Ledger account provides for the
budgetary appropriations and looks like this:

APPROPRIATION AND EXPENDITURE LEDGER
Account #_120 Page 1

Account Description Admindsthation, Contracted Serviced

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. A””}‘%’rﬁ‘s”“ ENCUM- E’T‘Ssg"" EXPENDI- |BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
uly 11 J3 250 100 250 10

Please note that there are columns provided for obligating and
liguidating the encumbrances and for showing the total encumbrances
to date. These subsidiary Appropriation and Expenditure Ledger
accounts will be posted from the detailed breakdown of the General
Journal entry.

Whether a purchase order is issued or a direct cash expenditure
is made to obtain goods and/or services, the accounting sequence
is from the General Journal to the appropriate control account to
the appropriate subsidiary ledger account. For the specific differ-
ences that occur, that is, the control accounts and columns used in
the subsidiary ledger with a direct cash expenditure, and those
used with an encumbrance (purchase order), see illustrations 2, 3, 4,
and 5 on pages 112 through 115. The transactions entered and ac-
counts used in these illustrations are not necessarily related to
other materials in this manual.

A sample set of transactions for one month

The following transactions which are illustratzd might not all
take place in one month, but to show & continuity of operation, let
us assume that the 31.transactions listed below take place in the
month of July. This will show the reader a series of sample trans-
actions for & one month period. Sample transactions:

1. Encumber the entire payroll as provided for in the adopted ap-

propriations budget; the payroll accounts or the salary accounts are
listed below:

Acct. No. 110 Administration._ ... coocooommmiain e $18, 600
Acct. No. 211 Prineipals_ - oo commee i c e e 30, 000
Acct. No. 212 Supervisors. - o cvoeamcmccmmmmemcc e 20, 000
Acct. No. 213 Teachers. - v oo ammmm e eam e mmmm e 390, 000
Acct. No. 214 Librarian ... oo v ommee e e 8, 000
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Acct. No. 215 Clerks. - oo $8, 000

Acct. No. 216 Other Staff (Teacher Assistants)..._. ... 7, 500
Acct., No. 410 Health, Nurse._ ... e eeee 3, 800
Acct. No. 610 Custodians.. . . .o 20, 000

$505, 900

—_—

2. Issue a purchase order to: Superintendent of Documents, U.S.
Government Printing Office, Washington, D.C. 20402, for four
copies of School Building Maintenance Procedures by R. N. Finchum,
OE-21027, Bulletin 1964, No. 17, at $1.25 each, total $5.00.

3. Pay Accounts Payable to Vendors:

School Paper Co. _ ..o $873. 00
School Book Co- .o oo 1, 200. 25
School Supply Co- - oo 900. 00
Athletic Equipment Co. - - oo e 700. 00

$3, 673. 25

—_—

4. Information is received that Other Revenue from Local Sources
(account No. 14) will be increased by $2,500.

5. The school district receives a check for $675 from the neighboring
school district for tuition for two special students.

6. Cancel the purchase order to the Superintendent of Documents
in Washington, D.C., because a free copy was received in the mail.
7. Issue a purchase order to the XYZ Hardware Store for 10 gallons
of outside paint at $5 a gallon.

8. The school district borrows, on a 30-day note, $20,000 from the
National Bank at an annual interest rate of 3 percent.

9. Award a contract to the Hill and Dale Bus Co. in the amount of
$4,150 for pupil transportation during the coming school year.

10. Pay the invoice from the XY7Z Hardware Store for the 10 gallons
of paint—invoice amount is $48.50.

11. Purchase a three-year fire insurance policy from Congress Insur-
ance Agency and pay the premium in full in the amount of $1,500.

12. 1ssue a check for $25 to the high school principal to set up a
Petty Cash Fund. ‘

13. Receive a check from the State department of education in the
amount of $25,33%.

14. Pay the payroll for the 14th of the month. The $14,225 being
debited to Salaries Payable is one-fourth of the $56,900 which, as
explained on page 31, is for salaries earned by teachers but unpaid
during fiscal year 1966. For each of the four payrolls during July
and August, $14,225 will be paid to teachers for the previous fiscal
year.
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Salaries Payable_____ oo $14, 225. 00

Expenditures. - - - - oo oo 5,232. 00
Retirement Deduetions_ - - - oo oo oo $972. 85
Income Tax Withheld. _ . . e 1, 955.70
Hosp. Ins. Dedueted_ oo 480. 00
FICA Deducted._ - - - oo oo 906. 25
Cash. o e e e —— e m———————————— 15, 142. 20

Appropriation and Expenditure Ledger Detasl:
Administration. .- oo e 110 $715
Prineipals. - - oo oo 211 1,153
SUPerViSOrS. o o oo oo oo veme 212 769
TeachersS. - v e ccmemc e mmmmmmm————— = 213 778
Librarian_ .- oo e m— - 214 307
ClerKS - o o o oo e —————————— 215 307
Teacher AsSiStants .- - - oo coccocccmmcrmmaecmem - 216 288
NULBE - - e o e e e e —m—mmm————————mm e 410 146
Oper. of Plant (Custodians) - - .. - oo 610 769

$5, 232

14. Pay the $1,955.70 withheld from the July 14 payroll as Federal
income tax deductions to the United States Treasury.

15. Pay the State Retirement Board $12,723 ($6,361.50 for em-
ployees retirement deductions, which was on the balance sheet as
payroll deductions payable as of June 30 of the previous fiscal year,
and a matching amount as the school district’s contribution).

16. Receive a check from the local tax collector in the amount of
$84,010.
17. Repay the $20,000 note and $16.40 interest to the National Bank.

18. Issue purchase orders for textbooks and teaching supplies to
the following:

School Book Co__ o oo ccoo oo - $420
Sehool Supply Co- - oo 180

19. Pay the June telephone bill in the amount of $97.

20. Pay travel expenses of Miss Smith to the Remedial Reading
Conference in the amount of $38.

21. Replenish the high schoo! Petty Cash Fund because $18 has
been spent for office supplies.

22. Pay for textbooks received from the School Book Co., transaction
No. 18 above. The invoice is for $378 plus $12.50 freight charge.

23. The school district’s Treasurer uses $50,000 of inactive funds to
buy 90-day U.S. Treasury bills for investment purposes.

24. Miss Jane Jones, teacher, resigns; her contract salary for this
school year was $5,000.

25. Hailstorm damage requires $156 for emergency repairs to the
Lichtenberger Elementary School.
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26. Instructional supplies are received from the School Supply Co.,
with an invoice for $180, terms of 2 percent/10 days.

27. The superintendent hires Miss Mary Moore to take Miss Jones’.
place this fall at a salary of $5,400.

28. Pay the payroll for the 28th in the same amounts as for the 14th.
28. Pay the $1,955.70 withheld from the July 28 payroil as Federal
income tax deductions to the United States Treasury.

28. Pay the State Retirement Board (employer’s rate same as that
for employees’) for the current monti’s employees deductions plus
the school district’s contribution.

29. The school district signs a contract with the ATA Architectural
Co. at an estimated cost of $8,000 for preliminary plans for an
addition to the high school building.

30. A check for $106 is received from the insurance company to
compensate for the hail damage.

31. The school district receives $10,000 as a result of the maturing
of certain U.S. Treasury bills. The original investment was
$9,912.50.

For the benefit of the users of this manual, an analysis of each
journal entry is shown on the left hand page opposite the corre-
sponding journal entry on the right hand page. The various General
Ledger accounts, the Revenue Ledger accounts, and the Expenditure
Ledger accounts are shown at the end of the chapter posted according
to the dates of the transactions.




PURCHASE ORDER NO. 102 :

‘ ! HYPOTHETICAL SCHOOL DISTRICT INVOICES, PACKAGES DL OF LAD~ s
! XVILLE, U.5.A. i s !
To: _XYZ Hardware Store Ship to: Hypothetical School Dist.
, 120 Main Street Administration Bldg.
\\ wi¢' U.S.A. Xville, U.5.A.
’ ALL PRICES ARE §,0.8, DESTINATION UNLESS OTHERWISE SPECIFIED
! DATE 5H|FV\"HEN F.O.8, POINT TERMS
7/1/64 Trmediatedly
: imem | Quan. DESCRIPTION A ot 7OTAL
| 10 | GaL. | Paint, outside white 720 s{oof 50|00

TOTAL
By %JOI/ AM'T 50100
INSTRUCTIONS
1. Acknowledge receipt of this arder & state vhen & fram what point shipnient will be mode,

2. Invaice in duplicate,
3. facking Stip must accompony gaods .

VENDOR

t ACCOUNTING-NUMERICAL FILE
| PURCHASING-VENDOR FILE
[ RECEIVING

B
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1. In the journal entry for the first transaction, note that the
Encumbrance account is debited for the total amount of salaries as
listed in the budget and the Reserve for Encumbrance account is
credited for the same amount. Listed below the debit and credit
entries are the Appropriation and Expenditure Ledger details which
are posted to the obligation columns of encumbrances. See pages
93 and 94 for the posting of the journal entry to the General
Ledger accounts and pages 97 to 103 for the posting to the subsidiary
Appropriation and Expenditure Ledger accounts.

2. The journal entry for this transaction is basically the same as the
first journal entry; however, in this case, we are encumbering for an
item which is being purchased. Note again that the Encumbrance
account is debited and the Reserve for Encumbrance account is
credited for $5. The detail account in the Appropriation and
Expenditure Ledger, Other expense—Operation, is also debited. An
example of one form often used for purchase orders is shown on
page 61. See pages 93 and 94 for the posting of the journal entry
to the General Ledger accounts and page 104 for the posting to the
subsidiary Appropriation and Expenditure Ledger account.

3. Please note that this transaction records the payment of Accounts
Payable which appeared on the balance sheet as outstanding bills
from the previous fiscal year. The journal entry is a debit to
Accounts Payable and a credit to (lash. Note that this is an
example of reducing a liability and also reducing the asset Cash and
t hat the detailed list of the companies to be paid is below the journal
entry. See pages 90 and 92 for the posting of the journal entry to
the General Ledger accounts.
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GENERAL JOURNAL

Page 4
ACCOUNT TITLE AND EXPLANATION ;(E):T AMOUNT ACAT:ODL:LT
Encumhnances 2060 505,900 Yo
Reserve fon Encumbrances 2011 505,900
Approprniation and Expenditure _Ledger Details
110 Administration $ 18,600,001 110
211 Principals 30,000,001} 211
212 Supervisons 20,000,001 212
213 Teachens 390,000.00] 213
214 Libranian 8,000,00] 214
215 Clenks 8,000,00} 215
216 Teachen Assistants 7,500,001 216 '
410 Nunse 3,800,000 410
610 Open, of Plant (Custodians)20,000,00] 610
$505,900,00
To necord salary encumbnances fon afl
perdgnnel approved in the adopted
_budget
Encumbrances 2060 5po
Reserve for Encumbrances 2011 5
Appropriation and Expenditure Ledger Details
Other expense - Openation $5.00 660
To record Punchase Onden #101, Supt, of
Docyments
Accounts Payable 1610 3,673 g5
Cash 1501 3,673
To necord payments £o
Schrof Paper Co, $ §73.00
Schoof Bogk Co, 1,200,25
Schoof Supply Co. 960,00
Athletic Equipment 700,00
$3,673.25




4. In this instance the school district has been informed that it will
receive $2,500 additional revenue. This revision is accomplished
by debiting the Estimated Revenue account and crediting the Fund
Bajance account. Include the subsidiary Revenue Ledger detail,
in this case Other Revenue from Local Sources, below the main entry.
When payment is received, the Cash account will be debited and the
Revenue accouni will be credited. See page 93, for the posting
of the journal entry to the General Ledger accounts and page 96 for
the posting to the subsidiary Revenue Ledger account.

5. The school district received $675 from another school district.
Here the asset Cash is increased, and therefore it is debited. This is
balanced by a credit to the Revenue account, which also is increased.
The latter is a summary account; in order to have this transaction
reflect the exact type of revenue received, it is necessary to post also
to the subsidiary Revenue Ledger account. See pages 90 and 93 for
the posting of the journal entry to the General Ledger accounts and
page 96 for the posting to the subsidiary Revenue Ledger account.

6. In this transaction the school district cancels the purchase order
which was sent to the Superintendent of Documents in Washington,
D.C. Therefore, it is necessary to liquidate the encumbrance which
was made for the original transaction No. 2. Note here that the
Reserve for Encumbrances account is debited and the Encumbrance
account is credited, just the opposite of transaction No. 2. Similarly,
the Appropriation and Expenditure Ledger details will now show that
the $5 amount under the Encumbrances column in account number
660 has been liquidated, and note in the right-hand unencumbered
balance column in the same account that the amount has increased
by $5. This $5 restoration is available for purchase of some other
item. See pages 93 and 94 for the posting of the journal entry to
the General Ledger accounts and page 104 for the posting to the sub-
sidiary Appropriation and Expenditure Ledger account.
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GENERAL JOURNAL
Page._ 5 .
DATE ACCOUNT TITLE AND EXPLANATION roeT A et
’1232; 4 \Eazimated Rovonue 2020 2,500 o
Fund Bafance 2010 2,500/ 00
Revenue Ledgen Detail:
Other Revenue fnom Local Sounces-32,500.00 14
To necond nevised estimate of nevenue
grom £ocal sounces,
5 |Cash 1501 675 o
Revente 2030 675100
Revenue Ledgen Detail:
Tuition from Othen Schoof Disinicts-$675, 80
To necord neceipt of tultion {rom PPO
Schook District fon students Betty
Mitlen and Delones Austin
6 |Reserve fon Encumbrances 2011 5 10
Encumbrances 2060 5100
Appropriation and Expenditure Ledgen Detail:
Other expense - Operation $5.00 660
To necond encumbnance Liquidation of PO
#101 due to cancellation of the onrder
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7. Another purchase order has been issued in the amount of $50 for
10 gallons of paint at $5 a gallon. Again, a debit is made to the
Encumbrance account and a credit to the Reserve for Encumbrances
account. The detail is posted to the subsidiary Appropriation and
Expeniditure Ledger, account No. 720. See pages 93 and 94 for the
posting of the journal entry to the General Ledger accounts and
page 104 for the posting to the subsidiary Appropriation and Ex-
penditure Ledger account.

8. In this transaction the asset Cash is increased by borrowing money
from the bank. This new liability is called Notes Payable and is
assigned an account number 1611. Therefore, the Cash account is
debited to record the increase of the asset and the Notes Payable
account, a liability, is credited to record the liability. See pages 90
and 92 for the posting of the journal entry to the General Ledger
accounts.

9. In this transaction a contract has been issued to the Hill and Dale
Bus Company for pupil transportation. In this case the school
district is buying services, and thus the entry would be the same as
for the issuance of a purchase order. The Encumbrance account is
debited for the full amount of the contract and Reserve for En-
cumbrances is credited for the same amount. The subsidiary Appro-
priation and Expenditure Ledger Account number 520, Pupil
Transportation, also shows an obligation of this amount of money
in the Encumbrances column. As the monthly bills froni the Bus
Company are received and paid, the encumbrance will be reduced
by the amount paid. See pages 93 and 94 for the posting of the
journal entry to the General Ledger accounts and page 102 for the
posting to the Appropriation and Expenditure Ledger Account.
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GENERAL JOURNAL
Page 6
DATE ACCOUNT TITLE AND EXPLANATION Rer | AT Pyl
1766
July 7 |Encumbrances 2060 50
Reserve for Encumbramces 2011 50100
Appropriation and Expenditune Ledgen Detaild
Contrgeted Senvices - Maintenance $50,00 720
To_necord issue of Punchase Onden #1072
£ ]1C 1501 20,000 po
Note Payabfe 1611 20,000{00
To_necord Loan (note) fnom National
Bank @ 3%
9 1 Encumbrances 2060 4,150 po
Resenve fon Encumbrances 2011 4,150] 00
Appropriation and Expenditune Ledgen Detaild
Pupdl Thanspontation contract $4,150,00 520
To necond conthact with Hill & Date
Bus _Company
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| 10. Note in this transaction that an invoice and the paint have
| been received for purchase order No. 102 which was transaction
No. 7 above. The school district is now paying for the paint it
ordered in transaction No. 7 above. Therefore, the Expenditure
control account is debited to show an increase in expenditure, and
the Cash account is credited to show the reduction in Cash. At
this point, the reader is probably aware of the fact that the invoice
L | was for $48.50, but the original encumbrance was for $50. There-
fore, there is a second transaction marked as No. 10 which would be
journalized at the same time; the previous encumbrance amount of
$50 will now be liquidated both from the control accounts and from
the Appropriation and Expenditure Ledger detail account. Note
again that the debit to the Reserve for Encumbrances account and
the credit to the Encumbrances account are the opposite of trans-
action No. 7 in order to liquidate the encumbrance. See pages 90
and 94 for the posting of the first journal entry to the General Ledger
, accounts and page 104 for the posting to the Appropriation and Ex-
penditure Ledger account. See pages 93 and 94 for the posting
of the second journal entry to the General Ledger accounts and page
104 for the posting to the Appropriation and Expenditure Ledger
J account.

11. The school district is making a direct expenditure by paying
f $1,800 for an insurance policy. Since the benefits of this policy
: will last for three years, only the current year’s share will be charged
as a current expenditure. Thus $600, this year’s share, is recorded
as a debit to the Expenditure Summary account and also in the
Appropriation and Expenditure Ledger defail account. The remain-
ing $1,200 is established as an asset called Prepaid Expenses and
is debited; in each of the following two years, $600 will be charged
as an expenditure, finally resulting in a zero asset balance. The
Cash account is credited to reflect a decrease of $1,800 in the asset
cash. See pages 90, 91, and 94 for the posting of the journal entry
to the General Ledger accounts and page 105 for the posting to the
Appropriation and Expenditure f.edger account.




GENERAL JOURNAL
Pagel
DATE ACCOUNT TITLE AND EXPLANATION POST 1 aoUNT Py
1966
| Tufy 10| Expenditunes 2050 48 150
Cash 1501 48] 50
Appropriation and Expenditure Ledgen Detail )
Contracted Senvices - Maintenance $48.50 720
To pay invoice from XY Harduare
Company, Pukchode Orden #102
10] Resenve fon Encumbrances 2011 5000
Encumbrances 2060 5000
o Appropriation and Expenditure Ledger Details
Contrnacted Services - Maintenarnce $50,00 720
To necord encumbrance Liquidation of
_Punchase Ondea #102
11| Expenditures 2050 600 Y0
Prepaid Expensed 1530 1,200 pu
Cash 1501 1,860100
Appropriation and Expenditure Ledgen Details
Fixed Chanaes - Insunance § Judgements
$600,00 | 820
To necond payment o4 3 year policy
_with Congness Indurance Agency




12. In this transaction one asset is increased and one asset is de-
creased by an equal amount; that is, $25 is transferred to the Petty
Cash account and the main Cash account is reduced by a like
amount. Therefore, the Petty Cash account is debited and the
main Cash account is credited. Please note that this is the entry
normally required to establish a new Petty Cash account or to
increase an existing Petty Cash account. Transaction No. 21 will
illustrate how te reimburse the Petty Cash account when money
has been spent for supplies or other sundry items. See pages 90
and 91 for the posting of the journal entry to the General Ledger
accounts.

13. This transaction records the receipt of cash from the State
department of education. The Cash account is debited to record
the increase in Cash, and the Revenue account as well as the detail
account in the subsidiary Revenue Ledger are credited. See pages
90 and 93 for the posting of the journal entry to the General Ledger
accounts and page 96 for the posting to the Revenue Ledger account.

14. This transaction records the payroll for the 14th of the month,
which is comprised of charges against two different fiscal years. The
$14,225 debited to Salaries Payable, as explained on page 31, is for
gross salaries earned by teachers but unpaid during the previous
fiscal year; it was charged to the Expenditure control account when
the Salaries Payable account was established at the end of the
previous fiscal year. The second debit entry, $5,232 to the Expendi-
tures control account, is the gross amount for current fiscal year
salaries, and must also be posted to the various expenditure ledger
accounts, Because the retirement cost, Federal income tax, social
security cost, and hospitalization insurance cost are deducted from
the gross payroll and the employee receives a net amount of cash,
the total of all of these deductions for all employees is shown as a
series of credit entries, offsetting or balancing the gross payroll
as shown in the debit columns. Transaction No. 5, chapter II,
page 17, involved the payment of $44,000 to teachers for salaries.
These deductions were omitted at that early stage of the handbook.
Chapter VIII will introduce a system of actual payroll preparation
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GENERAL JOURNAL

Page 8
DATE ACCOUNT TITLE AND EXPLANATION PoST AT Privi
i85 12| potty cash 1510 25 Joo
Cash 1501 25]00
To_necond issue of Petty Cash to high
schood principal
13} Cash 1501 25,338 o -
Revenue 2030 25,3361 00
Revenue Ledger Detadl:
Revenue fnom State sounces $25,338,00 30
To necond neceipt of monthly State
appropriation
14| Safanies Payable 1605 14,225 Y0
Expenditure 2050 5,232 Y0
Paynoll Dedyctions Payable- Retirement | 1620 472] 85
__Paynoff Deductions Payable- Fed.Inc.Tax| 1620 1,955| 70
_Paynolk Peductions Payable- F,1,C,A, 1620 906|25
Payrofd Deductions Payable- Hosp, 1 1620 480100
Cash 1501 15,142] 20
Appropriation and Expenditune Ledger Detail]
# Title Ampund,
110 Administration $ 15 110 ;
211 Principats 1,153.00{ 211 |
212 Supenvisons 769.00] 212 :
213 Teachenrs 778.00] 213
214 Librarian 307.00] 214
215 Clenhs 307.00f 215
216 Teacher Assistants 288,001 216
410 Nurse 146.00] 410
610 Oper, of Plant (Custodians) 769,001 610
$5,232.00
To necord payroll forn July 14, 1966
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including the preparation of the individual checks to be distributed
to the employees. Journal entry No. 14 reflects the summary total
of the payroll. It is necessary ton liquidate the encumbrances for
that portion of each payroll covering current fiscal year salaries
from the total amount of the salaries encumbered for the current
fiscal year; therefore, there is a series of transactions recorded on the
14th to show the liquidation of these encumbrances. In addition,
a third transaction must be recorded on the 14th to show the im-
mediate payment to the U.S. Treasury of the Federal income tax
withheld from employees. Note in this transaction that the Payroll
Deductions Payable (to Federal income tax) account is debited,
which eliminates the liability; the Cash account is credited because
there has been a reducticn in the asset Cash. See pages 90, 92,
and 94 for the posting of the first journal entry to the General
Ledger accounts and pages 97 to 103 for the posting to the Appro-
priation and Expenditure Ledger accounts. See pages 93 and 94
for the posting of the second July 14 journal entry to the General
Ledger accounts, and pages 90 and 92 for the posting of the third
July 14 journal entry to the General Ledger accounts.

15. Transaction No. 15 is separate from and independent of the
payment procedure just illustrated in transaction No. 14. This
transaction illustrates the journal entry required to pay the Payroll
Deductions Payable (Retirement) shown on the balance sheet at the
close of the fiscal year and in addition the payment of an equal
amount by the school distriet as the school district’s contribution
to the retiremenv fund. Therefore, 2 compound journal entry is
made showing a debit to the Payroll Deductions Payable account,
a debit to the Fund Balance account, and a credit to the Cash
account in the amount of $12,723. See pages 90, 92, and 93 for the
posting of the journal entry to the General Ledger accounts. In
the preceding fiscal year no entry was made for Employer’s Con-
tribution to Retirement for the month of June. To correct this
error, the bookkeepe: must debit Fund Balancs rather than Ex-
penditures, since expenditures are limited to proper charges against
the current year’s budget.
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GENERAL JOURNAL

245-882 0—67——6

— Page 9
DATE ACCOUNT TITLE AND EXPLANATION el AT T
T8
July 14 Resosue {ar Fuoumbnances 2011 5,232 100
Encumbnrances 2060 5,232100
To Liguidate encumbrance fon payrold
of Jubly 14 use same Appropriation
and Expenditure Ledgen detail as
above
14) Payroll deductions payable 1620 1,955 |70
Cash 1501 1,955 70
To necord paument to U.S. Treasury of
omployeed' income tax withheld - July
14_paynofl
15 Paynobl Deductions Payable 1620 6,361 150
Fund 8alance 2010 6,361 150
Cash 1501 12,723 00
To pay State netinement system the
|1 empfoyecs’ retinement deductions and
the schoof district's share, The
total was outstanding at the end of
the preceding fiscal year.
73
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16. This transaction records the receipt of Cash. Therefore, the
Cash account is debited to record the increase. The balancing
credit entry is made to the Revenue control account and also to the
detail account in the subsidiary Revenue Ledger. See pages 90 and
93 for the posting of the journal entry to the General Ledger accounts
and page 95 for the posting to the subsidiary Revenue Ledger
account.

17. This transaction illustrates the jourral entry necessary to repay
the Note Payable owed to the bank, and, again, a compcund entry
is required. To remove the liability, the Note Payable account is
debited in the amount of $20,000 and the expense of the interest is
recorded as a debit to the Expenditures control account in the
amount of $16.40. The detail is posted to the Appropriation and
Expenditure Ledger. Note that this expense was not provided for
in the budget and will have to be adjusted later. The Cash account
is credited for the total amount, $20,016.40. See pages 90, 92, and
94 for the posting of the journal entry to the General Ledger accounts
and page 105 for the posting to the Appropriation and Expenditure
Ledger account.

18. This transaction illustrates the method of encumbering two
purchase orders at the same time. The Encumbrance account and
the Reserve for Encumbrances account are debited and credited,
respectively, for a total of $600. However, in the Appropriation
and Expenditure Ledger where the amounts are obligated, two
separate accounts are maintained. See pages 93 and 94 for the
posting of the journal entry to the General Ledger accounts and
page 101 for the posting to the Appropriation and Expenditure Ledger
accounts.

19. This is an example of a direct expenditure and reflects the
practice often found in small and intermediate school districts where
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GENERAL JOURNAL
Page .10 __
DATE ACCOUNT TITLE AND EXPLANATION RoeT AT T
JZfzz 16| Caah 1501 84,010 {00
Revenug _2030 84,0101 00
Revenue Ledger detail:
Taxation and Approps, Rev, ~ $84,010,00 11
To necond necedpt of Local taxes
17| Note Payable 1611 20,000 {00
Expend{tunes 2050 16_140
Cash 1501 20,0161 40
Appropriotion and Expenditure Ledger detail;
Interest on Cumnent Logns $16,40 840
To record payment of note and .intenes
{0 the Nationaf Bank
18| Encumbrances 2060 600 Y0
Reserve fon Encumbrances 2011 600]00
Appropriation_and Expenditure Ledger details
Textbooks $420.00 220 |
Teaching Supplies 180,00 240
To necond issue of Purchase Ondens
numbered 103 and 104
19) Expenditures 2050 97 po
Cash 1501 97{00
Appropriation and Expenditune Ledger detadils
Utitities Except Heat $97.00 640
To necond payment of June tefephone
bilk,

5
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fluctuating utility costs such as those for telephone service are not
encumbered but rather are paid for directly when- the invoice is
received. This item should have been accrued. The Expenditures
control account No. 2050 is debited for the full amount, $97, the
Cash account is credited to show the payment of the bill, and the
detail is entered in the Appropriation and Expenditure Ledger.
See pages 90 and 94 for the posting of the journal entry to the
General Ledger accounts and page 103 for the posting to the Appro-
priation and Expenditure Ledger account.

As a practical matter, a warrant is not prepared every time an
invoice is received. Normally, invoices will accumulate, and cor-
responding warrants will be prepared for approval at a specific
school board meeting. At any point from the time the purchase
order is issued to the time of payment, the financial records reflect
the burden—first in an encumbrance and finally in an expenditure
entry. Thus, if considerable time should elapse between receipt of
an invoice and preparation of the warrant, the records would still
show the encumbrance. However, when a direct expsnditure is
made for which there has not been an encumbrance, any delay in
preparation of the warrant would mean that the appropriate record
would not reflect this claim against its balance.

Accounts payable are used to preclude the above-mentioned
possibility. For example, transaction No. 19 should be handled as
follows:

Transaction: Invoice is received for June telephone bill, $97.00

Debit: Expenditures.___.___ .. _____________ $97. 00

Credit: Accounts Payable____________._ $97. 00
Appropriation and Expenditure Ledger detail:
Utilities Except Heat_ -~ .._____.____ $97. 00

To record receipt of June telephone bill and establish
accounts payable




l

|

The entry on page 76 places this transaction ‘“‘on the books” for the
first time. Any financial statements made between the time this
is recorded and the time the bill is paid would therefore reflect
accurately the financial condition of the school district.

When the warrant is prepared for payment, the following entry
is made:

Debit: Accounts Payable. . _____________ $97. 00
Credit: Cash. . ______.______.______ $97. 00
Paid the June telephone bill

The entry above removes the liability. Again, the advantage
of using accounts payable for direct expenditures is in avoiding
gaps which might distort the financial position as shown by the
financial records.

There is an important distinction between accounts payable
and encumbrances. Encumbrances may represent actual amounts
based on quotations or contracts, but they may also represent
estimated amounts for goods and/or services. Accounts payable,
on the other hand, always represent actual amounts based on
receipt of the goods and/or services and an invoice whose accuracy
has been verified. Accounts payable may also be used to consolidate
payments, that is, instead of processing one small warrant for payment,
if it is known there will be others from the same vendor following,
payment may be delayed until the others have been received and
then one lump-sum payment made. Apny statement of unexpended
balances prepared in the interim, however, will correctly reflect
all the expenditures which have been made, whether or not the
warrant has been written.

7
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20. Here is another example of direct expenditures which are not
normally encumbered—the payment of miscellaneous traveling ex-
penses to various members of the staff. The Expenditures control
account is debited and the Cash account is credited to show the
reduction in Cash. The detail is posted to the appropriate account
in the Appropriation and Expenditure Ledger. See pages 90 and 94
for the posting of the journal entry to the General Ledger accounts
and page 102 for the posting to the Appropriation and Expenditure
Ledger account.

21. At the high school, $18 was spent for office supplies out of the
Petty Cash fund. The journal entry here shows the recording of the
expenditure by debiting Expenditures and Instruction—Other Ex-
penses, account No. 250, and crediting to the Cash account to show
the reduction in Cash. The key to this transaction is that when a
check is written it is paid to the custodian of the high school Petty
Cash Fund so that the custodian of the fund may cash the check and
put the money back into the Petty Cash Fund. This is a method
of reimbursing the Petty Cash Fund, and it does not change the
balance sheet total of Petty Cash. See pages 90 and 94 for the
posting of the journal entry to the General Ledger accounts, and
page 102 for the posting to the Appropriation and Expenditure Ledger
account.

22. This transaction is included to illustrate that the cost of trans-
porting goods from the manufacturer to the school district is normally
considered a cost of the goods. Therefore, the total of the invoice
$390.50 1s charged to the Expenditure control account as a debit and
to the Textbooks account as a debit in the Appropriation and
Expenditure Ledger. A credit is entered in the Cash account for
the same amount. An additional journal entry is required at this
point for the same transaction in order to liquidate the encumbrance
of purchase order No. 103 both from the control accounts of Encum-
brances and Reserve for Encumbrances as well as to show the




f GENERAL JOURNAL
Page L1
! r DATE ACCOUNT TITLE AND EXPLANATION e Ao Prrion
! 3322;0 Expenditunes 2050 _ 3800 i
Cash 1501 38| 00 3
i Appropriation and Expenditune ledqen detail .
| ’ Insthuction - Othen Expenses $38.00 | 250 .:
} ! To necond payment of travel cxpensesd 3
| to Miss Smith ] t
| |
g |
5 21| Expenditunes 2050 15 00 %
5 Cash 1501 18] 00
Appropriation and Expenditune ledgen detail: 1
Insthuction - Othen Expenses $18.00 | 250 %
To neimburse hiqh schoof Petty Cash i
Fund %
[
27 Expendituncs 2050 390 B0
Cash 1501 390]50
! ‘ Appropriation and Expenditune Ledgen details
{ Teaxthooks  $590.50 220
: To pay Schoof Book Co, per dnvoice,
% includes thanspontation change of |
i $12,50, Punchase Onden No, 103 |
2 22| Resenve fon Encumbnances 2011 420 po
! brances 2060 420100
? Appropriation and Expenditure ledgen detail:
Texthooks _ $420,00 220
\ To Liquidate encumbrance of Purchase
[ Order No, 103
i‘:
|3
!
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liquidation of the encumbrance in the individual Appropriation and
Expenditure Ledger account. This is done in the same way as it
has been done in previous transactions by debiting the Reserve for
Encumbrances account and crediting the Encumbrances account.
See pages 90 and 94 for the posting of ihe first journal entry to the
General Ledger accounts and page 101 for the posting to the Appro-
priation and Expenditure Ledger account. See pages 93 and 94 for
the posting of the second July 22 journal entry to the General Ledger
accounts and page 101 for the posting to the Appropriation and
Expenditure Ledger account.

23. This transaction illustrates the method of exchanging one asset
for another as previously discussed in chapter II. Here the treasurer
of the school district buys $50,000 worth of 90-day Treasury bills;
therefore, the asset Investments is increased by $50,000 by debiting
the Investments account and the asset Cash is decreased by a like
amount by crediting the Cash account. See pages 90 and 91 for the
posting of the journal entry to the General Ledger accounts.

24. The journal entry for *his transaction illustrates the method
of liquidating the encumbrance for the teacher’s salary upon the
resignation of Miss Jones. This liquidation must be accomplished
both in the control accounts Reserve for Encumbrances and En-
cumbrances as well as the Appropriation and Expenditure Ledger
account, Teachers’ Salary, No. 213. 1If this type of transaction
occurs during the school year, that is, after the payrolls have been
paid for several months, the amount which would be liquidated
should be only the balance remaining to be paid to the teacher in
the contract year. For example, if the teacher resigned at the
end of January, the school district will have already paid that teacher
half of her salary, $2,500, and the only outstanding or encumbered
amount remaining on the books would be an additional $2,500
and this would be the amount to liquidate. See pages 93 and 94 for
the posting of the journal entry to the General Ledger accounts
and page 99 for the posting to the Appropriation and Expenditure
Ledger account.




GENERAL JOURNAL

Pras, 12
DATE ACCOUMT TITLE AND EXPLANATION o P pardi
956
July 23] TnueAdments 1550 50,000 [00
Cash 1501 50,000 00
To necond pwichase of 90~-day Treasury
BiPPs due QOctober 22, 1964, @ 3,53%
24| Resenve for Encumbrances 2011 5,000 100
Encumbrances 2060 5,000, 00
Apphopriation and Expenditunre Ledger detaif
Teachers Safanies $5,000.00 213
To nrecord nesignation of Miss Jane
Jones

i st e <+




25. This transaction is included to illustrate the type of emergency
repair bill that often comes up in the normal operation of a school
district. It was assumed in this particular transaction that some
damage such as broken windows was the result of the hailstorm and
that the school district immediately had a local contractor replace
the broken windows. The journal entry for this transaction was
a debit to the Expenditure control account and a credit to the Cash
account to record the paying out of the cash. The detail is recorded
in the Appropriation and Expenditure Ledger. See pages 90 and 94
for the posting of the journal entry to the General Ledger accounts
and page 104 for the posting to the Appropriation and Expenditure
Ledger account.

26. This transaction demonstrates a rather common practice in
dealing with vendors; that is, a discount is often given if an invoice
is paid within 10 days. The board of school directors and the
administration of a school district should be encouraged by the
person keeping the financial records to take advantage of these
cash discounts. The actual journal entry is routine in that the
Expenditure control account is debited to record the increase in
Expenditure and the Cash account is credited to indicate the payment
of the invoice. The detail is posted to the Teaching Supplies ac-
count, No. 240, in the Appropriation and Expenditure Ledger.
See pages 90 and 94 for the posting of the first journal entry to the
General Ledger accounts and page 101 for the posting to the Appro-
priation and Expenditure Ledger account.

26. A second journal entry is required for transaction No. 26 in
order to liquidate the encumbrance created by purchase order No.
104 in transaction No. 18, Here again the control account as well
as the individual Appropriation and Expenditure Ledger account
must show the proper transaction. The Reserve for Encumbrances
account is debited, the Encumbrances account is credited, and the
obligation is liquidated in the Teaching Supplies account, No. 240,
in the Appropriation and Expenditure Ledger. See pages 93 and 94
for the posting of the second July 26 journal entry to the General
Ledger accounts and page 101 for the posting to the Appropriation
and Expenditure Ledger account.
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GENERAL JOURNAL
Page_13___
DATE ACCOUNT TITLE AND EXPLANATION P | ameonr e
mz_:, 25| Expenditunes 2050 156 Qo
Cash 1501 156100
' g Lodaen details
Maintenance, Contracted Senvices $156,08 720
To_necord payment of emehragency he-
pains, haifstonm - Lichtenbergen's
Efementany dchool,
26) Expenditunes 2050 176 4o
Cash 1501 176| 40
Appropriation and Expenditune Ledger detail
_Teaching Supplies $176,40 240
To necoxrd payment of invodce from
Schook Supply Co, of $180,00, 2%
10 days,
26| Reserve fon Encumbhranced 2011 180 00
Encumbrances 2060 180] 00
Appropriation and Expenditune lLedger detail
Teaching Supplies $180,00 240
To necond Liquidation of encumbrance,
Purchase Onder No. 104,
83




27. This transaction records the hiring of a new teacher, Miss
Mary Moore, to take the place of the teacher who resigned, Miss
Jane Jones. Note that the new contract salary must be encumbered
in the same manner as a salary is at the beginning of the year;
therefore, there is a debit to the Encumbrances account of $5,400,
a credit to the Reserve for Encumbrances account for the same
amount, and the Teachers’ Salary account No. 213 is encumbered
in like manner. If this teacher were hired later in the year, the
amount to be encumbered would be only the amount which the
teacher was going to be paid for the rest of the contract year, See
pages 93 and 94 for the posting of the journal entry to the General
Ledger accounts and page 99 for the posting to the Appropriation
and Expenditure Ledger account.

28. This transaction is similar in detail to transaction No. 14 posting
the payroll totals. The second and third transactions for No. 28
in which the salary for that period is liquidated by debiting the
Reserve for Encumbrances account and crediting the Encumbrances
account and the payment of the Federal income tax withheld to the
U.S. Treasury, follow the same format as described on the 14th
payroll. One addition is made to transaction No. 28 so that the
State Retirement Board will now be paid the deductions withheld
from employees for the current month plus the school district’s
retirement contribution., Please note that the Payroll Deductions
Payable for retirement in the amount of $1,945.70 is the sum of
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GENERAL JOURNAL

Page 14
DATE ACCOUNT TITLE AND EXPLANATION poST Aot Prnti
1966
Iuty 27 Encumbaance 2040 5,400 00
Resenve fon Engumbrances 2011 5,400]00
Appropriation and Expenditune Ledger details
Teachers Safaries $5,400,00 213
To encumben contract of Mias Marny MooAe
28| Salaries Payable 1605 14,225 po
Expend{tune 2050 5,232 yo
_Paynofl Deductions Payable- Retinement | 1620 972} &5
Paynoll Deductions Payablfe- Fed.Inc.Tax| 1620 1,955|70
Paynokl Deductions Payable~ F,1.C.A. 1620 906{25
Payroll Deductions Payable- Hosp, Ins, | 1620 480]00
Cash 1501 15,142120
Appropriation and Expenditune Ledger details
Acet, ¥ Title Amount
110 Administration $ 715,00 119
21 Principals 1,153.00] 211
212 Supervisons 769,001 212
213 Teachens 778,00 213
214 Librarian 307.00) 214
215 Clonks 307,00] 215
216 Teachen Assistants 288,001 216
410 Nunse 146,00 ] 410
610 Oper. of Plant (Custodians) 769,00 é10
$5,232.00
To necond payment of July 28, 1966
__paynoll
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$972.85 withheld on the 14th payroll and the same amount with-
held on the 28th payroll. Following the same procedure as in
transaction No. 15 where the Payroll Deductions Payable for the
preceding year were paid, a compound entry is used. The debit
entries are to the Payroll Deductions Payable and Employers
Retirement Contributions accounts, each in the amount of $1,945.70,
and the credit entry is to the Cash account for the sum of both,
$3,891.40. See pages 90, 92, and 94 for the posting of the first
journal entry to the General Ledger accounts and pages 97 to 103
for the posting to the Appropriation and Expenditure Ledger
accounts. See pages 93 and 94 for the posting of the second July 28
journal entry to the General Ledger accounts, and pages 90 and 92
for the posting of the third July 28 jourral entry to the General
Ledger accounts. See pages 90, 92, and 94 for the posting of the
fourth July 28 journal entry to the General Ledger accounts, and
page 105 for the posting to the Appropriation and Expenditure
Ledger account.

29. This transaction shows the journal entries for a contract awarded
to an architectural company for the design of a new building. It is
treated just as any other contract or purchase order by having a
debit to the Encumbrances account and a credit to the Reserve for
Encumbrances account, and entering the obligation in the Encum-
brances column of the Appropriation and Expenditure Ledger
eccount, Capital Outlay for Buildings, No. 1220. This procedure is
often used in the initial stages of developing a new school building.
At a later time when bonds are sold to finance the construction, the
General Fund of the school district is reimbursed for expenses such
as architectural fees. See pages 93 and 94 for the posting of the
journal entry to the General Ledger accounts and page 106 for the
posting to the Appropriation and Expenditure Ledger account.

30. This transaction represents a payment to the school district by
the insurance company of a portior of the hailstorm damage. Since
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GENERAL JOURNAL
Page. 15
DATE ACCOUNT TITLE AND EXPLANATION Poe! AT Pt
,1316’13 28{Resenue fon Encumhiances 2011 5,2321 00
Encumbrances 2060 5,232}00
To Riquidate encumbhrances fonr payroll
04 Juby 28, use same Apphophiation
and Expenditure ledgenr detail as pne-
vioud entry,
28| Paynofk deductions payable 1620 1,9551 70
Cash 1501 1,955170
To record payment to U.S. Trheasuny of
empfoyees incomp tax withheld - July
28 paynofl
28 |Paynofl Deductions Payable 1620 1,945 70
Expenditunss 2050 1,945 70
Cash 1501 3,8911(40
Aonouniation and Exoenditune Ledoes detaits
Empl. Retirement Contribution- $1,945.700 g1
To hecord payment o4 employee deduc-
tions and employer retirement contri-
bution to State
29| Encumbrance 2060 §,000]| 00
Resenve gon Encumbrances 2011 §,000)00
Appropriation and Expenditunre ledger detail:
Capital Outlay - Buildings $8,000.00 1220
To necond contract with ATA
Achitectural Co,
30|Cash 1501 106} 00
Expenditunes 2050 10600
Avpreprigtion and Exvendidune Ledach defail:
Maintenance - Cont, Svcs. $106,00 720
To necord necedpt of insurance adjusitment
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cash is received and the asset is increased, the Cash account is
debited. Note, however, that the credit is to the Expenditure
control account and the appropriate detail account rather than to
a miscellaneous revenue account. The principle behind this credit
entry, which is called an Abatement, is that such an expenditure
was not a normally budgeted item and that, therefore, the money
received in the insurance adjustment should be made available again
for maintenance to be spent for the originally budgeted purpose.
See pages 90 and 94 for the posting of the journal entry to the
General Ledger accounts and page 104 for the posting to the Appro-
priation and Expenditure Ledger account.

31. This transaction shows how to make the journal entry when some
of the school district’s investments mature. In this case, the school
district had paid $9,912.50 for some 90-day Treasury bills at 3} per-
cent interest. They received $10,000 in cash, the difference being
the earned interest. Since the cash is being returned to the school
district, this is an increase in one asset and a decrease in another.
The Cash account is debited for the full amount of $10,000, the
Investments account is credited to show the decrease of $9,912.50 in
the amount of the investment asset, and the additional amount of
$87.50 is credited to the Revenue control account and the dztail is
entered in the subsidiary Revenue Ledger. See pages 90, 91, and 93
for the posting of the journal entry to the General Ledger accounts
and page 96 for the posting to the Revenue Ledger accounts.
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GENERAL JOURNAL
Page 16 ___
DATE ACCOUNT TITLE AND EXPLANATION e ANOUNT T
i
§
1926 .
Juby 31) Cash 1501 10,000 :
Iinveatments 1550 9,912 50 !
Revenue 2030 87| 50
Revenue lLedgen detail:
Othen n:venue ghom focal sounces $87,50| 14
To necord matunity of 90-day Treasury
biges a 3,5% intenest nate
89
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To keep the ledger accounts current, the entries in the journal are
posted promptly. This practice distributes the work more evenly,
and all of the posting does not have to be done at one time, On the
next several pages are all of the accounts of the General Ledger,
Revenue Ledger, and the Appropriation and Expenditure Ledger.
The first account in each Ledger is shown op o full page to show
that, in reality, ledger sheets are full page; however, to save space,
several ledger accounts are shown on one page elsewhere in this
manual. Immediately following the illustrated accounts, the trial
balance is taken again to assure that for every debit there was a
credit and that the financial books of the school district are in balance.

GENERAL LEDGER
Page . 1__
Account __ Cash Account ¥ _1501
DATE | exptAnaTion |RE3TI  DEBIT AT | explanarion [POST|  cREDIT
m novdous bal, 11 49,445 5 er:é agment. 10 J4 3,673
5 | DOk A58 e 15 675/ 0d W Wahduare co. |17 48 B0
g |bagp grom Nat'L, )/ 20,000 08 |11 [Bnlfedh, Ineut. 14, 1,800 po
13880, fagm State | 40 25,338 0 |1 |Faane Pty 1, 25 bo
16 |88setPt 08 | 110 §4,0101 00 114 [Paynos 18 15,142 0
50 [Rgseint of e | 510 108l od D14 [F34"°1E %45y |19 1,955 10
31 Wd“” J16] 39,000 08 15 [R3ERGRAEY |19 12,723 po
T T D [evnets Sl 50 20,016 o
19 [§44g Tekephone] ;) 97 bo
0 T’(.aUu expense 111 3 0
1 [PARy chaR cumbzt1 15 bo
22 |Toxthooha 111 390 |50
23 |[8002Y Theas. |, 50,000 b0
25 it ral &k 1515 156 o
26 Eah0g88¢ s 176 40
28 [Paynote 14 15,142 70
28 ;g%,:zj »éagzz?x 115 1,955 70
75 [Rotinomont J15 13 §’9_)1 Y“'
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GENERAL LEDGER
Page 1 __
Account _Petty Cash Account ¥ 1510
POST DEBIT POST CREDIT
DATE | EXPLANATION | ppr AMOUNT DATE | EXPLANATION | 'ppe AMOUNT
946
1 llieg. B;!ancec 7 1 40010
10 [F881e Behy Cashy 1 zslod
L2 XA 74
GENERAL LEDGER
Page 1
Account _Prepaid Fypense . Account ¥ 1530
POST DEBIT . POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE | EXPLANATION |'po2’ AMOUNT
1966
Jufyi ! Bog, Bafgnee 11 3, 000t000
Ind. policy éo/t v aJ]
1itho 40b. 7 EV's 117 1.200l0
Ly 4,'21."0 [Ld
GENERAL LEDGER
Page _1 __
Account __Accounts Receivable Account # 1540
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE | EXPLANATION ['re2! AMOUNT
1966
Beg. Bafance 11 3,652 Iﬁ‘
GENERAL LEDGER
Page __1
Account _Tlnuestmenta Account # 1550
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE | EXPLANATION |’ AMOUNT
19 1966 ~day Theas.
7085 1 18eq. Bakance | 71 24,847] 21851 bir8etmanensy |11 9,912 150
whchased 90~ .
93 |day Theas, bif2 | 112 g0 0 %
7Ty 03470 A
|
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GENERAL LEDGER

Page .1
Account Safaries Payabfe Account # _1605
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
T 18 14,225 0ol 1 Beg, Balance | i 56,900 0
25 [ohd PPt 714 14,225]0 '
I8F50 | O
1
GENERAL LEDGER
Page .1 __
Account _Accounts payable - Vendons Account ¥ 1610
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF, AMOUNT
7966 725
3 lPay 044 vendons | 14 3,673 2500ubul 1 Beq, Balance | J1 3,673|24
GENERAL LEDGER
Page 1 __
Account _Notes Payable Account # 1611
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
1968 |Pay National K1
_17 B%k on J10 20'000 g ubél £ g,‘g'l{i‘lg[omﬂank 14 ZOﬁDGD 1]
GENERAL LEDGER
Page 1
Account _Paynofl Deductions Payable Account ¥ _1620
POST DEBIT POST CREDIT
DATE EXPLANATION | pec AMOUNT DATE | EXPLANATION | 'pee AMOUNT
1966 4ne, Zax 9%
by P“ hh&g 19 1,955 70[1iby| 1Beg, Batance | J1 6,361|50
em ee
5 hotinohont deds.| 19 6,361|50] | 1dRotinement | I8 97289
8 E‘&’hﬁ*&g fax s 1,955170] | 14Fed. Tne. Tax | s 1,955]7d
8 hodinghond dods. | 115 | 1 oaslygl  |14F.1.CoAL 18 906129
14Hospital Tns. | J8 480! 0d
28Rotinp pont 114 9721 %
28Fed, Inc, Tax | J14 1,955|70
28F. 1.C.A. 114 9062
728Hnapital Tna. | 7114 45 g,q
v 2'772.90 /4;’9/
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GENERAL LEDGER
Page _1__
Account _Fund Balance Account ¥ 2010
POST DEBIT POST CREDIT
DATE | EXPLANATION | ‘ppr AMOUNT DATE | EXPLANATION  ['gpr AMOUNT
a8y 1 ﬁgoﬁ?aﬁ’ég’w’“' 13 | 639,930]0 71 34,410|1¢
15 35 ﬁgﬁfoﬁeﬁgun 9 b 36115 12 410,52010
€96,27/|50
15 2.500]0
I 40065 647,430[ 15
GENERAL LEDGER
Page J
Account _Reserve for Encumbrances Account ¥ 2011
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
o856 lia. p.0. 1101 |15 5| 0olpid Z’,ﬁa“'}lgﬂ‘ ‘:&S 14 505,90010
g, £.0. 1107 17 sology |2 WIG " 2 | gy 5|0
14 fanotpty ! 19 5,22000 |7 HIG#"O Zb‘t’h 16 50{0d
Lo
2 lig. po. #103 | 711 4200 o KPS F0 0, ] 1 4,150]0d
6. Wiss Jones noumoen PO, M e
1112 50000 803 8 10e | 110 400|0
b lig. P.0. #104 |13 15010 hoani e hassy | 114 5,400)0
& bagnart Y 115 5 232lo0l  bo KIENeE: . | 1is 40000
/6,/19|00 507,906.00 524,/05100
GENERAL LEDGER
Page _1__
Account _Eatimated Revenue Account ¥ 2020
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
Sel up Est,
: Rev. gc’clouﬁ s 610,520/ 0
4 [Rov. “‘Bad 2% | 15 2.500] 0
%/3,02000
GENERAL LEDGER
Page _1
Account _Revenue Account ¥ 2030
POST DEBIT POST CREDIT
DATE’ EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
T Schook
865 pistrics 15 675]04
3 honthly State | .0 25,338]0
6 %%S:ﬁi"’fa%& I10 84,010{0
g e on 20 iod 114 k1]s
710, 1io |50
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GENERAL LEDGER
Page .1 .
Account _Appropriations Account ¥ 2040
pate | exeianation | 08T v DATE | ExpLANATION |FO5T oo
; 2881 1 St Pk 13 639,930
GENERAL LEDGER
Page I
Account _Expenditures Account ¥ 2050
pare | exeanaion |FOST) - ORI pATE | ExpLaNATION |POR rrvae
79 a2y XVZ HaAdwar T9e TRawiance Adr.
1“25“2 ICampany 17 48| 5Q0ul g0 l4n Cong Tns AglIl15 104 po
11 ;&"iﬁﬁ%ﬁ and | 4 600} 0
1 fpagtart” 1 18 5,237/ 0
171= Nﬂ?}z fz%nbaa" 10 ny
eLepnone
19 éﬁ%d P 110 97l 0
nav xXpense
20 guﬁbﬁu — 38| 0
e e Hed,
21 gu}g“%’ﬁb% 111 16/ 0
22 a?)‘i gao0 111 390} 5
men, s Lo
25 | dch, Z’gmx‘zjc °l s 156| 0d
26 |Sidby Con 13 174} 4
July 7sth
28 lnayhol ; 1i4 5,232{ 0
g [P e 115 1,945 7
73,899,50 73 50|50
GENERAL LEDGER
Page _1___
Account Encumbrances Account ¥ 2040
POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REE, AMOUNT
1964 |Salaries for 19
LBt oho%e | 34 | 505,900 pollidd 6 liig. p.o. #101]75 5
Otnen Ezpegau- ,
2|0pn, P00 #7101 | 14 5 ho 10 {tg. B.0. 4102177 50
. . Ade. JU
7|pOBL- w3458 b7 50 pol |14 |5ebiortY 19 5,232
Pipll Thar, THLY :
alg Pafe agntl” 1 Jg 4,050 po 2 lLdg. Pug. #0331 420
u L] - L]
18] (55405 20648 110 400 o 2 |18:,°%60858 {112 5,000
Teacher Salary
27 (l;'(Aquﬁ Mng)wéaﬂ 114 5'400 Ji] 74 {:4:3 gll? g%ﬂﬁ 113 180 00
. - . LG u.
20 |ATR" Anch o | 7us|  6.000 po|| 1o lagnoZt o |ms 5.237
507, 186,00 S$24,/08p0 /‘,//’ oo
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REVENUE LEDGER
Account #_11 Revenue fnrom Local Sources Page 1
Account Description 2 (ations Received
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
T9%5
Jufy 1 1|32 353,270100 353,27¢01 00
16 _|JI10 84,010 Y0 84,010] 00 269,260100
95
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REVENUE LEDGER

Account ¥__14 Page 1 ___
Account Description __(Other Revenue from Local Sounced
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1985
July 1 J2 300 po 300 {00
4 135 2,500 o 2,800 00
31 J16 87150 §7 {50 2,712 |50
REVENUE LEDGER
Account ¥ 20 Page _!
Account Description . Revenue gnom Int (ate Sounces
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1986
iyl |1 220 o 220 Joo
REVENUE LEDGER
Account #_30 Page 1 ___
Account Description,_Revenue fnom State Sources
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1964
Mg 1 12 253_&0 00 253,330 00
13 | 38 25,338]00 25,338100 228,042 100
REVENUE LEDGER
Account 40 Page .1
Account Description _Revenue from Federal Sowrces
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1956
Juby 1 12 2,000100 2,000}00
REVENUE LEDGER
Account #80 Page _I
Account Description Revenue {rom Othen Schoof Districts in State
ESTIMATED ACTUAL TOTAL REVENUE
DATE REF. REVENUE REVENUE TO DATE BALANCE
1985
Juby 1 12 1,350 {00 1,350 ]0g
5 J5 675100 675 100 675100
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APPROPRIATION AND EXPENDITURE LEDGER

Account # 110 Page. 1
Account Description _Administnation - Safanies
ENCUMBRANCES TOTAL
DATE | Ref. |AP Pﬁ%”NRgA' ENCUN- E’T‘Sgg"" E;?ETrﬁlgl' BRAEESESNXND cmm—eo
OBLIGATE | LIQUIDATE BRANCES TURES EXPENDI=- BALANCE
TURES
1965
: wly 1 33 118,600!00 15,600 00
;i 1 34 |15,600]00 18,600]0¢ 16,600 |0 18,600]0 0
: 1438 118,600 00 18,600l00  715\04 715 bol 19,515/0d /715]
j 14 19 |18,600|0d 715 loo| 17,885 |00 715 bo| 18,600{04 000
: 28 714 | 18,6000 17,885 100l 71504 1,430 bo| 19,315{0d /715
28 115 | 15,600 04 715 o] 17,170 |00 1,430 po| 18,600{0d ~ 0]od]
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APPROPRIATION AND EXPENDITURE LEDGER

Account # 120 Page. 1
Account Description _Adninistration - Contracted Services
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APPﬁ%PNR'sA- ENCUM- E¥SEE‘SD" EXPENDI- [BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl] 73 250 po 250 po

APPROPRIATION AND EXPENDITURE LEDGER

Account # _130 Page__1
Account Description _Admindistration - (then Expense

ENCUMBRANCES ] TOTAL

TOTAL TOTAL ENCUM= | UNEM-
DATE | REF. APPT'*lgﬁ'SA' ENCUM- E;‘SE;‘D" EXPENDI- |BRANCES,AND] CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES

1966
Jubyl] 33 300 loo 300 [00

APPROPRIAYION AND EXPENDITURE LEDGER
Account ¥ _211 Page 1

Account Description _Indthruction - Principals Salaries

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | ReF, AP”TRI%’;’j'SA‘ ENCUM- E’T‘SEE‘SD" EXPEMDI- |BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyl| 713 30,000 {00 30,00400
1l J4 30,000100] 30,000 {001 30,000 j00 30,000100 a00
14, J§ 0,000100 30,000 1001 1,153100 1,153 100] 31,153 008 ﬂ.’S 07
141 J9 130,200 100 1,153p0128,847 j00 1,153 100] 30,000}008 00
Zg J14 130,000 100 258,847 00] 1,153[00 2,306 100] 31,153]00 !I.’530U
281 J15 130,000 100 1,153p0 27,694 2,306 |00] 30,000100 00
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' APPROPRIATION AND EXPENDITURE LEDGER
| Account ¥ _212 Page L
l | Account Description _Insthuction - Superyisons Safaries
l ' ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
, DATE | REF. A””flg”rﬁ's”" ENCUM- E’T‘L’;Ego" EXPENDI- |BRANCES| AND| CUMBERED
v OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | PALANCE
t ‘ TURES
1966
| July 1| J3 20,000 100 0,000 100
! |
; 1 J4 20,000 001 20,000 00 20¢90{1\ 0 20'000 04 0100
l 141 18 120,000 100 ZOJOU 0 769 100 769 100 20,769100 _/;_769 027
! 141 J9 20,000 J00 769 019,231 PO 769 loo] 20,000 100 0 |00
‘ 28| 714 120,000 J00 19,231 bo| 76900 1,538 loo 20,769 t00, /769 Ty
i 28| J15 20,000 W0 769 0118,462 00 1,534 |00] 20,000100 0100
/
?t
!
1
APPROPRIATION AND EXPENDITURE LEDGER
Acclunt #_213 Page I
? Account Description _Inatauction - Teachens Safanies
. ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | PEF. APP}‘I%PNR'SA' ENCUM- E’T‘SEE‘SD" EXPENDI~ |BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
966
| Juey 11 J3 390,00000 B90, 000100
i
: 41 J4 390,000p00] 390,00000 390,000p0 390,00d400 opo
" 141 J& 390,00000 390,000p00 775 100 778 00 390,77800 1775 E'
141 J9 390,000p0 778 100{389,22290 778 100 390,00400 opo
24| J12 [390,00090 5,000 100|354,22200 77% lo® 385,00000] 5,00000
ff 27] J14 1390,000p00 5,40000 359,62200 778 100 390,40000 /_ZOO 2’
‘ 281 J14 1390,000p00 3589,622D0 775 00| 1,556 |09 391,1 T,1 _E'
! 28| J15 1390,000p0 778 (00]388. 584400 1,556 106{ 390,40 I00 /_7_00[2-'
| |
H
i
L
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\ APPROPRIATION AND EXPENDITURE LEDGER
| Account # 214 Page __1
Account Description __Instruction - Librarian Salaries
T_ ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APPTRI%’;[};A' ENCUM- E’T‘L’;:g"" EXPEND{- [BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
: Jubyl] 73 | 6,000 PO 8,000 Y00
) , 1| 34 | 8,000 o] &,00000 §,000 o §,000lo0] 0 o
5; 14] J8 §,000 YO §,000 po 307 100 307104 §,307 ]00 _/_’3_07 0_[’
14] 19 8,000 [i} 307}04 7,693 1} 30710 £,000 00 i}
281 JI14 | 6,000 PO 7,693 Po 307100 614100 8,307 J00 E07 _’
i 28] 115 | 8,000 po 30704 7,386 po g14l04 §,000100] 00
)
! Account # 215 APPROPRIATION AND EXPENDITURE LEDGER Page !
Account Description __Inatruction - Clenks' Salaried
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. A””R%"“'A' ENCUM- E"S:g"" EXPENDI- [BRANCES AND| CUMBERED
TIONS | opLicATE | LiQUIDATE | BRANCES | T TURES EXPENDI~ | BALANCE
TURES
1666
Jubyl} 33 | 6,000 100 §,000 |00
‘ 1l 4 8,000 l00] §,000 100 §,000 00 §,000100 0 {00
§ 14 J§ §,000 J00 §,000 00 307100 307104 §,307100) /307 1007
K 14] J9 §,000 100 307 pol 7,693 Yo 307]0 §.000100 0 |00
s 26| 114 §,000 100 7,693 00 3071004 614104 6,307100 I/_?O? ooy
‘ 28 115 §,000 100 307 bol 7,386 0 614j0d4 §,000!00% 0100
| Account # 16 APPROPRIATION AND EXPENDITURE LEDGER Page 1
; Account Description _Tnstructéon - Teacher Assistants
ENCUMBRANCES TOTAL
| TOTAL TOTAL ENCUM- | UNEM-
% pate | rer. |APPROIA” ENCUM- E’T‘Sﬁg"" EXPENDI- [BRANCES,AND| CUMBERED
; TIONS | OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
: TURES
766
[Julyl| J3 7,500 po 7,500 po
i 11 J¢ | 7,500 bo} 7,500 90 17,5000 7,500 Po 0 ho
14 38 17,500 po 7,500000 288 lo0| 2&&lool 7,78% loo| /7&g PT.
141 J9 7,500 po 7286i04 7,21Z10 2881001 7,500 100 ¢ po
28! 114 | 7,500 o 2,212)00 288 ool 576 loo 7,786 ol 78k YT,
28] 115 | 7,500 po 288104 49240 57400 7,500 }00 2 ho
4
!
i
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 220 Page !

Account Description Insthuction - Textbooks

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | Rer, |APPROFRIA- ENCUM- | EXPENDI | ExPENDI- [BRANCES AND]| CUMBERED
OBLIGATE | LIQUIDATE | pRANCES | ° TURES EXPENDI~ | BALANCE
TURES
1966
Juey 1| 33 | 2,000 joo 2,000 |00
18] 310 | 2,000 Jooj 42900 420 0 420 |00] 1,580 loo
221 In 2,000 {00 420 PO 390 1504 390154 810500 1,189 |50
22| 311 | 2,000 Joo 420 po 0 po 390154 39050 1,609 |50
APPROPRIATION AND EXPENDITURE LEDGER
Account # 230 _ Page_ 1 ____.
Account Description _Insthuction - Librany Supplies
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, A””T"I%’:ﬁ;”‘" ENCUM- | EXPENDI= | expenpy- [arancES AND| cumsreD
OBLIGATE | LIQUIDATE | BRANCEs | TURE TURES EXPENDI= | BALANCE
TURES
1966
uly 8 J3 70010 70004
APPROPRIATION AND EXPENDITURE LEDGER
Account # 240 Page 1 ____
Account Description __Ins thuction - Teaching Supplies
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. Appﬁ%m”" encum- | EXFENPI™ ) expenol- [srancEs|an| cumsereo
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Juey 1] 33 | 1,700 oo 1,700 loo
18] J10 | 1,700 Joo] 150 oo 150 bo 180 |00l 1,520 Joo
261 J13 1,700 100 180 PO 176 |40 176 W40 356 |40] 1,343 60
26 J13 1,700 100 180] 0 0 o 176 140 176 1401 1,525 ko
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APPROPRIATION AND EXPENDITYRE LEDGER

i
| Account #_250 Page,_l__
: Account Description __Inathuction - Other Expenses
ENCUMBRANCES : TOTAL
TOTAL TOTAL ENCUM- | UNEM-
} DATE | er, | APPROPRIA- ENCUM- | FXPENDI~ | %expENDI-  |BRANCES AND| CUMBERED
. ! OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
, Juey! | 13 500 {00 500]0
201 J11 500 ﬁo ZLED 3£ ko 3% po 4452]0
* 211 500 I0 18 ID 56 Y0 54 00 44410
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ 410 Page__.1 .
Account Description Heafth - Nurse's Safary
! ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP&%’&'SA' ENCUM- E"Sﬁg"" EXPENDI- [BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | sgraNces | T TURES EXPENDI~ | BALANCE
TURES
1966
Julyl] 13 | 3,800 b0 3,800 loo
1l J4 3,800 pol 3,800 00 3,800 bo 3,800100 0 Ko
14] J8 3. 800 W00 3,800 po 146 100 146104 3,946 100 _/_T46 0T}
14] J9 3 8§00 YO 146 90| 3,654 PO 146104 3,800 100 0 V0
28f J4 3,800 Y0 3,654 D0 146 100 292104 3,946 (00| 46 07
{ 28] Ji15 | 3,800 ! 1] 146 90} 3,508 PO 292104 3,800i00 0 F0
|
i , APPROPRIATION AND EXPENDITURE LEDGER
: ; Account # 420 Page 1.
! Account Description _Health, Othen Expense
| ] ENCUMBRANCES TOTAL
1 , TOTAL TOTAL ENCUM- | UNEM-
: DATE | REF. A””‘l%"rﬁ's” ENCUM- E’T‘L’;gg"" EXPENDI- |BRANCES AND| CUMBERED
| T OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
| TURES
i 1985
Julyl| J3 200 po 200 PO
| ‘ APPROPRIATION AND EXPENDITURE LEDGER
i ‘ Account # 520 Page 1 ___
Account Description TxanApontation Contract
3 t
‘ ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEm-
DATE | REF. APPT’"%"S'SA' ENCUM-~ E’T‘SEE“S"" EXPENDI- |BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyl} 73 | 4,150 {00 4,150 J00
9] Jé6 4,150 |00 LUO#@ 4,150 Y0 4,150100 0'0_0_
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| APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ 610 Page 1
| Account Description Opétation of Plant - Salaries

ENCUMBRANCES TOTAL
, TOTAL TOTAL ENCUM- | UNEM-
! | pATE | Rer, |APPROPRIA- ENCUM- | EXPENPI- | eXPENDI- |BRANCESIAND] CUMBERED
i TIONS | oBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
' TURES
! i 1966
;, Jubyl| 33 120,000 Y0 0,000 0
; 1l 34 120,000 0l20,000 00 20,003 g0 20,000 100 000
f 141 J6 20,000 00 20,000 po 769 |00 769104 20,769 100 1739 07
i 14] J9 20,000 YO 769 90(19,231 b0 769104 20,000 |00 g Yo
| 28| J14 120,000 WO 19,231 po 769 1001 1,538104 20,769 100 Z?Z? 7
| 28] 115 120,000 po 769 Q0 |18,462 Po 1,538|0q 20 000 00 0 0
i APPROPRIATICN AND EXPENDITURE LEDGER
‘ Account ¥ _630 Page 1
Account Description __Operation of Plant - Heat
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APPR,%PR'SA' ENCUM- EXSSL.“SD" EXPENDI~ [SRANCES AND| CUMBERED
TION OBLIGATE | LIQUIDATE | BRANCES T TURES EXPENDI- | BALANCE
TURES
k 978
; Jukyl) 33 | 6,000]00 6,00000
APPROPRIATION AND EXPENDITURE LEDGER
Account # 640 Page 1
Account Description _Operation of Plant - (fifities
‘ .
; : ENCUMBRANCES TOTAL
‘ TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP{*.%’;E'SA' ENCUM- E’T‘SEED" EXPENDI- |BRANCES,AND| CUMBERED
. OBLIGATE { LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl} J3 | 2,100 po 2,100 bo
191 310 } 2,100 PO 97 loo 97 |00 97 ol2 003 po

APPROPRIATION AND EXPENTITURE LEDGER

Account ¥ _650 Page_1____
Account Description _Uperation of Plant - Supplies
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP{‘l%’;E'SA' ENCUM-~ E¥S§g°" EXPENDI- [BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyll J3 690 PO 690 PO
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APPROPRIATION AND EXPENDITURE LEDGER
Account # 660 Page !

Account Description _Operation of Plant - Othen Expense

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM= | UNEM=
DATE | REF A”P;‘l%"rﬁ';’ ENCUM- E¥S§g°'" EXPENDI-  [BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI~ | BALANCE

TURES

1966

Julyl} 33 100 |00 100 {00
2] 14 100 109 5100 5 100 5100 95 100
48 J5 100 PO 5 Do 0 Y0 0100 100 j00

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _720 Page___ 1 __

Account Description _Madintenance of Plant - Contracted Services

ENCUMBRANCES TOTAL
DATE | Rer, [APPROFRIA- ENCUM- EX PPl EXPENDI- m,fr'i‘éé’s?ﬁm CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES E?I_(SEEJSDI- BALANCE
1966
Jubyl] 33 | 3,700]00 3,700 |00
136 3,700100 5010 50 00 50104 3,650 (00
19 J7 3,700]0 50 100 48]54 48 b0 98154 3,601 50
19 17 3.,70040 50 bo éjbo 48 p0 48]154 3,651 {50
28 713 | 3,700]0 15610d 204 bo|  204|sd 3,495 50
3Q% J15 | 3,700]1004 Z]bé Qé] 98 bo 9% 51 3,601 {50,

APPROPRIATION AND EXPENDITURE LEDGER
Account # _730 Page. .. 1 ___

Account Description _Maintenance of Plant - Replacement of Equipment

ENCUMBRANCES TOTAL
) TOTAL TOTAL | ENCUM- | UNEM-
DATE | ger. [APFROPRIA ENCUM- | EXFENOI= | expen). |srancEs/aND) cumserep
OBLIGATE | LIQUIDATE | grANCES TURES | EXPENDI~ | BALANCE

TURES

1966
Jubyl] 33 | 1,400 oo 1,400 Joo
1
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APPROPRIATION AND EXPENDITURE LEDGER

Account ¥ _g10 Page _1
Account Description _Eixed Charges - Retixement and FICA
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM~
DATE | Rer, |APPROPRIA- ENCUM- | EXPENDI™ | expENDI- JsRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyll 33 145,600 J0o 45,600 10
28] 115 145,600 100 1,9451701 1,945 {74 1,945|7043,654 |30

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ __ 820 Page. !

Account Description _Fixed Chardes - Tnsurance Premiums

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-

DATE | ReF. AP”.}*I%’:};A' ENCUM- E}‘L‘;EE“S"'” EXPENDI- |BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE

TURES

1966

Jubyl]l 33 | 2,700100 2,700 Y00
gz 2,700 0% 60004 60010 6001004 2,100 100

APPRCPRIATION AND EXPENDITURE LEDGER
Account ¥ 540 Page __1
Account Description _Fixed Charges - Interest on Current Loan

ENCUMBRANCES : TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | Rer. | APFROFRIA- ENCUM- | EXPENPI™ | exPENDI- JBRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
ulyin J1o0 16] 440 16 #0 16 40 éTé 47
APPROPRIATION AND EXPENDITURE LEDGER
Account # 1110 Page 1
Account Description __Comminity Senvices - Recreation
ENCUMBRANCES TOTAL
TOTAL i TOTAL ENCUM- | UNEM-
pATE | er. |APPROIRIA- ENCUM- | EXFENPI™ | ExpENDI-  [srANCES|AND] cuMBERED
OBLIGATE | LIQUIDATE | BRANCES TUKES EXPENDI- | BALANCE
TURES
1966
Julyl] 33 500 100 500 Joo
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APPROPRIATION AND EXPENDITURE LEDGER

Account # 1130 Page 1
Account Description .C ity Senvi - Public Librany
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP%%’;E;” ENCUM- E’T‘SSE‘SD" EXPENDI- |BRANCES, AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
ulyl| J3 500 po 500 po

APPROPRIATION AND EXPENDITURE LEDGER

Account ¥ 1220 —_ Page 1 ___
Account Description _Capital OQutfay - Buildings
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APPTR%;EQA' ENCUM- E¥L’;E?SD|- EXPENDI- [BRANCES;AND| cCUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyll] 73 122,000 Pg 12,000
291 715 122,000 pol &,000 po 8,000 8,000 poll4,000p

APPROPRIATION AND EXPENDITURE LEDGER

Account # 1230 Poge 1
Account Description _Capitaf Qutfay - Equipment
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APPTI¢|%PR|A- ENCUM- E’T‘SEE“SD" EXPENDI- {BRANCES, AND| CUMBERED
NS | OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
JFM«I 33 | 4,000]00 4,000 loo
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APPROPRIATION AND EXPENDITURE LEDGER

Account # 1310 Page. 1
Account Description Senvd (ned

ENCUMBRANCES TOTAL

TotaL | .. TOTAL ENCUM- | UNEM-
DATE | REF, AP"{*I%”N“;’A" eNcum- | FXPENDI- | expenp- [srancesjAND| cumatrep
OBLIGATE { LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES

1966
Jubyl) 73A 32,000 J0g 32,000 |00

APPROPRIATION AND EXPENDITURE LEDGER

Account #_1320 Page
Account Description Senvie
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, A""{*I%"NR;A' ENCUM- E’,‘S:g"“ EXPENDI- [BRANCES]AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyl| 334 | 2,500 J00 2,500100
APPROPRIATION AND EXPENDITURE LEDGER
Account # _1410 Page_ 1.
Account Description _Outgoing Tranddens, Tuition
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | Rer. |APPROFRIA- enCUM- | EXPEND! | eXPENDI- arANCES|/AND| cUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl| J3A | 440 |oo 440 |00
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Trial halance

Since the Revenue and Expenditures accounts are General Ledger
summary accounts, it is good practice to compare the total of each
with its respective subsidiary ledger before completing the trial
balance. In the subsidiary Appropriation and Expenditure Ledger
the entry in the Total Expenditures column of each account should
be listed, and the sum of all such entries should equal the balance in
the General Ledger account, Expenditures. This is accomplished
by preparing a Schedule of Expenditures as shown on page 109.

Please note that accounts without entries are listed ; this is done to
preclude omitting an account with an entry. The total, $13,844.50,
should and does agree with the balance in the Expenditures summary
account, page 94. This procedure should be followed for all
General Ledger summary accounts.

At this point, it might be well to review the purposes of the trial
balance, why and how it is prepared, and what actions might be
taken in case the debits and credits do not balance. The trial bal-
ance is prepared from the General Ledger. All active accounts in
the General Ledger have either a credit balance or a debit balance.
To prepare a trial balance, list all active accounts in the General
Ledger with their respective balances. Place the debit balances in
one vertical column and the credit balances in an adjoining column.
After the listing is completed, add the two columns. If all postings
have been accurately made, and no errors have been made in com-
puting the balances, the total of the debit and credit columns will
be equal.
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Acet,
No.

110

126
130

211
212
213
214
215
216
220
230
240
250

410
420

520
610
630
640
650
660

720
730

810
820
840

1110
1i30
1220
1230
1310
1320
1410

HYPOTHETICAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES
July 31, 1966

Account Title

Administration, Salaries._ .- . .- _______. $1, 430. 00
Administration, Cont. Sves.. oo .
Administration, Other Expenses..._ .. o ...

TOTAL ADMINISTRATION. . ____ ... $1, 430. 00

Instruction, Principals’ Salaries_ . _.____...... 2, 306. 00
Instruction, Supervisors’ Salaries.._._.__._.._. 1, 538. 00
Instruction, Teachers’ Salaries. .- ______ 1, 556. 00
Instruction, Librarian Salaries. . _____________ 614. 00
Instruction, Clerks’ Salarigs _ ... ... _.__. 614. 00
Instruction, Teacher Assistants_ . _._.___._______ 576. 00
Instruction, Textbooks. ... ____ . _-____.___. 390. 50
Instruction, Library Supplies. . _ . _ .. _____.
Instruction, Teaching Supplies.. .. ... _____ 176. 40
Instruction, Other Expenses. ... . ... 56. 00

TOTAL INSTRUCTION _ e 7, 826. 90
Health, Nurse’s Salary...._ .. _..._.. 292. 00
Health, Other Expenses.. . _ oo

TOTAL HEALTH _ . el 26 .0
Transportation Contraet_ - . ...
Operation of Plant—={alaries. .. ... _____.___ 1, 538. 00
Operation of Plant—Heat.. . . _ . _ . . ..
Operation of Plant—Utilities. . _ .. _.____._.__.__ 97. 00

Operation of Plant—Supplies. . .o o o ..
Operation of Plant—Other Expenses. .. _ . ___ .. _.___._.

TOTAL OPERATION OF PLANT. _____________.___ 1, 635. 00
Maint. of Plant—Cont. Sves_._...______.____. 98, 50
Maint. of Plant—Repl. of Equip- . ___ . ______._.

TOTAL MAINTENANCE OF PLANT. .________.__. 98. 50
Fixed Charges—Ret. & FI.CA______________ 1, 945. 70
Fixed Charges—Insurance Premiums. . - _..___ 600. 00
Fixed Charges—Int. on Curr. Loan....______. 16. 40

TOTAL FIXED CHARGES______ . . _..__. .. 2,562.10

Community Services—Recreation. . __._________________
Community Services—Publice Libr__._ . _______________._
Capital Outlay—Buildings _ . _ .. ___ ...
Capital Outiay—Equipment. . .. . . __.__.
Debt Serviece—Principal ... . ______. e
Debt Service—Interest. . ___ . _ ...
Outgoing Transfers—Tuition. . _._____________ . ___._._

TOTAL EXPENDITURES .. _____.___.__. $13, 844. 50 $13, 844. 50

109

S




o Aree——— i st

Checking the trial balance

If the triul balance is not in balance the first time, calculations
and postings should be checked back in a logical order. The follow-
ing order is suggested:

(1) Check all listings in the trial balance to see if the amounts
appearing in the General Ledger have been correctly transcribed
to the trial balance, and are correctly entered in the debit or
credit column as the case may be.

(2) Check calculations of the balances in the General Ledger
itself. A credit entry may have been incorrectly added instead
of subtracted from some asset or expense account, or some
debit entry may have been incorrectly added to some revenue
or liability account. It may also be just a plain error in adding
or subtracting. If the difference or error is divisible by nine,
watch for a transposition of figures.

(3) Check the postings from the General Journal to the General
Ledger. A debit may have been posted as a credit or some
credit may have been posted as a debit, or the figures may
bave been posted incorrectly.

(4) If necessary, when the error has not yet been found, re-
check the journalizing of the entries into the General Journal
of the various transactions; a debit may have been journalized
as a credit or some credit may have been journalized as a debit.
Remember. that every individual journal entry should be in
balance.

The illustration shows the trial balance taken from the ledger
accounts posted in this chapter. It is complete and in balance and
will be used in the succeeding chapter in developing the various
monthly reports and interim balance sheets customarily prepared.
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HYPOTHETICAL SCHOOL DISTRICT

Genenral Fund
Triak Bakance
Juky 31, 1966
Account Title Aﬁf,’f' Debdt Credit
Casdn i501 §2,325) 30
Petty Cash 1510 425] 00
Prepaid Expense 1530 4,200} 00
Accounts Receivable 1540 3,652! 15
Tnves tments 1550 64,934 70
Salanies Payable 1605 28,4501 00
Paynoll Deductions Payable 1620 2,772]50
Fund Bafance 2010 1,138}65
Resenve fon Encumbhancesd 2011 507,986{00
Estimated Revenue 2020 613,020] 00
Revenue 2030 110,110{50
Appropriations 2040 639,930 00
Expenditures 2050 13,844] 50,
Engumbrances 2060 507,986| 00
1,290,387 69 1,290,387|65
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= Illustration 2
to
The first illustration below shows what should occur CENERAL LEDGER
when a $50 cash purchase is made. Note that the $50 is i Page 1
. . A z A A
first recorded in the journal and then posted to the Expend- coount pendliunes ——— i)
iture control account; subsequently the detail is posted DATE | pxpANATION | (2T A,‘iéﬂk/ﬂ pxanation Rl G
to the account (in this case No. 240) in the subsidiary tuth 1[supoties pur, |32 | _Tsolod] |
ledger. For this illustration (and also for illustrations 3, Accaunt b Accaunt #1501 fooe ——
4, and 5, which follow) we have assumed that $300 was \
, ’ )& DESIT POST CREDIT
budgeted for Account No. 240, Instruction—Teaching g/m i G IR o el R I
. ’ L)
. . . . S 24 .
Supplies, and that the appropriation was entered in the i / [‘\ utylt |suonties pus. 12 ,,agail_"_"
account from the General Journal, page 1, on July 1. Account A Account ¢
/4 exrArATion(RORTH BERT “\\ vaAre | exmananicn (T SRPI
[ [T
] Page ...
Account Adcount ¥
Y
GENERAL JOURNAL oare | oxeanarion  {RRTN 2R D‘i" expuanation R8T SR
Page I ‘_
\
DATE ACCOUNT TITLE AND EXPLANATION pOST DEGIT it APPROPRIATION AND EXPENDITURE LEDGER
MOU

EF, AMOUN N
iy, MOUNT - i Account ’,AE;@) . { Page 1
1966 / Z ccount Description Inatauction - Teaching Supplies \\

Juby 1] Expenditures 50]00 L —

E:JCUMBRANCES 1 T0TAL
e Bl —— 50 00 baTe | ner, |APPROPRIA- aotAL 1 expehoie | JOTAE L L encten] comttar
. UM - ANCES AND} CUMBERED
;; :i:o,;d an/tchau of supplies, TIONS | oBLIGATE | LIQUIDATE | BRANCES “’““: TURES sxpggm- BALANCE
cating R 1966 ) e
Acct, NOu o PWBGRE :
Julyt| J1 300 loo 300 J00

o™ [50,00f
— X 50 |0 50100l 250 loo
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Tllustration 3

GENERAL LEDGER

This illustration shows what should occur when, instead Fago .
of making a cash purchase, a purchase order is issued for Account _Encunbhances Accoury JATIED
$50 worth of supplies. Again, note that the transaction MG L o0e | eounon Jrent] can
results in posting to both the control account and the rutd smtien p T T 2T T I
appropriate subsidiary Appropriation and Expenditure 7 Vo Page 1
A t A !
Ledger account. e [ Acooum T A
In this example, there is a $50 obligation because of the owe | pumnon pG1| ot | oue [ cmanmron i) g2,
) g Py 1 1966
issuance of a purchase order. No cash has been paid out; 2 7T buedls Tsunmttos oun, [ 2 50 bo
» . . P
however, the school district has, in effect, earmarked $50 A“V/ - . o
. s 4.
to be spent for Tea.chlng Supp lies. ﬂus expLaNATiON [ R08T A;B%LY oATE | txeanation (ROST| CREDIT
| S |
/ Page .
Account y] Account # —
GENERAL JOURNAL b
Page .l DATE | ExpuanaTion 1 F0eT I’ e DATE | ExrLanaTion [FOSTI CRONT
POST DEMT C T ‘ / I ] l
DATE ACCOUNT TITLE AND EXPLANATION REF, AMOUNT /«&Sﬂr /
1966 o APPROPRIATION AND EXPENDITURE LEDGER
Juty 1 | Encumbrances [50 pol Accountt ‘@ , E Page !
Reserve for Encumbrance 2011 50100 Account Description Instauction = "lgaching Supplics
To necond dssuance of purchase onder el ErcUmdiarcEs —
fon supplich, APPROPRIA= TOTAL expENDI- | TOTAL ENCUM= | UNEM-
Detall Posting: P DATE | REF | ™ rions om.lcm/ LIQUIDATE | SRANCES Tos ones [ Xk | SALAKCE
No, . unt 1966 ! TURES
5000 Jubyl]l J1 300 00 300 loo
. J —150] 50 po 50100 250 oo




Tllustration 4

As soon as the invoice is received and the bill is paid,

E an expenditure of $50 is recorded. Note in the third line

of the Appropriation and Expenditure Ledger account
that the $560 expenditure, when added to the $50 encum-

brance, gives $100 as the total of encumbrances and GENERAL LEDGER Page 2
expenditures and $200 as the balance. This is only tem- Account Lxpendltwnes hocount LATD__
porary, however, as the liquidating entry follows immedi- o | naaron |G o ot | exeaanon '] con
ately and the unencumbered balance then accurately i 1 rmrod T 2 bl l
reflects the condition of the account. Now compare the - | o ¢ 101 Page .2
. . . o . . Geoun ccount 7 G2V
fourth line with the entry in illustration No. 2 and it \
will be obvious that both accounts are in the same condi- on %N“"yﬁs{?f it | o | oonon [rexr| e,
tion. (Note that this illustration includes encumbrances | a [ e 7 [ ray poo.r |33 : 50 Jo
. . . age
in accounts 2011, 2060, and 240 from illustration 3.) Acc/o/g_.sm o Encunbrances ccouns ¥ 2011
f .
ID;JZ ExranATion [ROUT o DEBI P\‘,%Aélé expaNaion (ROST) CHEDIT
wtyl7 | Liouid. Encumb, | 13 50 oAt 1]Enc. P04 |2 50 Joo
Page .2
GENERAL JOURNAL Account Encunbhances
[
1%’2‘65 EXPLANATION ",21 et ,32765 PxpLANATIOn || CREDIT
DATE ACCOUNT TITLE AND EXPLANATION :?FST 1/ AlaéuUILT mOUNT MJ 1| e, P15 50l odyueq | Lioud
1966 7/ pd ! P
Juty 7 | Expenditunes ) o oo APPROPRIATION AND EXPE LEDGER .~
Cash 1501 50] 00 zeount 1,49 \ 7 Faged
To necond expenditunc fon supnliess detint Description TMO‘“/M’ Ciing Supplies ‘5 ‘//
purchase onden no. " ENCUMBRANCES " 4&: TOTAL
I _— ot TTer, | AP mA ENC M- E’T‘S%"‘;';" EXPENDI- [BRANCES AND]| CUMBERED
7 | Resenve 6:7/: Encumbrances 2011 ~ T et — st OBLIGATE | LIGUIDATE |  BRANCES ¥ fuRes | EXPENDI- | BALANE
To neconrd MudmanW Jueytl 11 300 Do ld/ ‘= 300 bo
Detail postings: 1 x 50 <T50b0] 4 50 joo| 250 po
Acot. ¥ L wentls 7~ LIQUAD, AL ' 20 §o 150 00 50 )04 100 [00] 200 po
@ﬂ 50,00 [50,00] 713 -« t-] 5000l  solod 50 oo} 250 bo
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Illustration 6
Now suppose that the bill was $48.50. It often happens
that the actual amount paid out is different from what
was encumbered or obligated. The exact amount of the
expenditure, $48.50, is entered in the Expenditure column,
and the unencumbered balance changed accordingly. Again, GENERAL LEDGER Page 2
remember that there is more money available than the Account L& Account 2
records reflect because of an existing encumbrance not parc | oxnaation |2 M%&/ﬁi exstananion (RN SR
yet liquidated. The very next entry is the liquidation of rat] 7ipan. ot 153 | Akl 1
the $50 encumbrance which no longer exists. The final rcoouns _Cash P 1; N Poge 4 —
. . Ci JPR—
result is that we have $1.50 more in the Unencumbered TR ———— |
Balance column due to having paid out that much less D‘LA Nopwee ] amounr g | PR | BOAATION T amoun ‘
than originally expected. These entries are the detail | [Mhotuls lrase, r.0e 33 e
. . ge
postings and are made after the General Ledger entries. Recouns Resenvo fon Encumbrances \ Accaunt # 2011
GENERAL JOURNAL oate | extanation | TGE poun i«f&i exnaration gl GG
wtalr | Liouid,, r,0. | 33 50 |ooli‘ualr AF 50 ]00
Page 2
DATE ACCOUNT TITLE AND EXPLANATION ;?:7 M&’W/ f,;EODJT' Account Encumbagneed 0 cau
1966 P e FLANATION bosL BT | aure | exeianarion |POST|  creoir
bty 7 | Expenditunes @0l [l toes | LAN'V”/"(' AMOUNT 1["6 ) KiF.] Amounr
Cash 1501 48 B0 J2 50 QQIMJ P TRLTT P N2
To hecond expenditure fon supplies; ) 7’
purchase ordeh no. . APPROPRIATION AND EXPENQITURE LEDGER ,P/
1 240 \ o7 Page L
7 | Resenve fon Encumbrances 2011 el oURT Description _Inddruction - Teach{ng Suppties j ,//
Encumbhances / [50 Do ENCUMBRANCES ‘\ Pd TOTAL
To Llquldate anount encinbered on "] DaTe | e, |AMPROPRIA roma | epron T Lo thC ol clmptien
purchase order no. . e TONS | opuigAte | LQUIDATE | srances | TUES”) tures [ expenDi- | BALANCE
— Tul
-t "] 1966 ! ,)‘ RES
g: Detail Poaunga: //' Jutyl] 71 300 |00 1/‘ \= 300 |00]
Acet, No. : Lauits 14 2 ool v 25
(240 As.sof 150001 1 I3 ) atfol ot |sd 20
713 —150 | o= |- 4sl5d  4s bo| 45 |54 25150




SUMMARY

(1) A Schedule of Expenditures is a listing of balances of all Ex-
penditure accounts to verify the accuracy of the balance of the
General Ledger expenditure summary account. Such a schedule
should be prepared to verify the accuracy of the balances of all
General Ledger summary accounts.

(2) Accounts Payable, unlike encumbrances, always represent
actual amounts based on receipt of the goods and/or services and
an invoice whose accuracy has been verified.

(3) Liquidation (or removal) of an encwmbrance must toke place
after an expenditure has been recorded for which there was an
encumbrance. This is necessary to remove the encumbrance which
no longer exists.

(4) An Abatement is the reduction of a previously recorded expenditure
or receipt item by such things as refunds, rebates, and collections
for loss or damage to school property.

(5) A Compound Journal Entry is a balanced entry which contains
two or more debits or two or more credits.
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CHAPTER Vi

The Balance Sheet, Monthly, and Annual Reports

The trial balance developed in the last chapter is essential, but it
does not present the information in the best form for use by adminis-
trative personnel. Reports are therefore developed from the trial
balance but are not in the same form.

The balance sheet

A ‘“‘Balance Sheet' is a statement as of a specific date which shows
assets and other resources, liabilities and other obligations, and fund
balance of a fund or governmental unit properly classified to exhibit
the financial position of the fund or unit. Remember that the
balance sheet shows the condition at a given point in time; balance
sheets made on successive days would probably differ because assets,
liabilities, and fund balance are continually changing.

The purpose of a balance sheet is discussed in Fundamentals of
Governmental Accounting,' in the following language:

““The purpose of a balance sheet in governmental affairs is to
present in one exhibit all the resources and obligations, assets
and liabilities of the government. It is not to determine the
net worth or financial ability of the government but to exhibit
the source, distribution, and realization of resources and the
extent to which these resources have been assigned, mortgaged,
or extended. Its purpose is essentially administrative, but
when presented to the public it sets forth the financial position
of the governmental body involved as of its date. When so
used, its content and arrangement are of great importance and
must be such that there will be no misunderstanding as to the
relation among and the restrictions on, the various items. The
statement may be, and sometimes is, called a ‘Statement of
Financial Position’ (or ‘Condition’).

! Quoted with permission of the publisher from Fundamentals of Governmental
Accounting 2d Ed., Morey & Hackett, New York, John Wiley & Sons, Inc.,
1951, p. 298.
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“The governmental Balance Sheet, first of all, must be ana-
lyzed or segregated by funds. The balance sheets of funds must
inciude both accounts of actual assets and of resources expected
to become expendable assets. They must include not only
audited liabilities but also contracts or other encumbrances
which are expected to become liabilities payable out of resources
of the fund as stated, also the commitments of the resources of
the funds in the form of appropriations and reserves.

“On any given date during a fiscal period, the Balance Sheet
to be correct must contain all accounts necessary to exhibit
correctly the condition of each fund as at that time and to indi-
cate the amount of surplus (fund balance) ? of each fund available
for appropriation, which is the only figure of surplus (fund
daiance) that is significant. At the close of a fiscal period,
accounts that are fiscal in nature are closed, and the Balance
Sheet therefore consists mainly of real assets and liabilities.”

The items entering into the balance sheets for the different funds

will

necessarily vary somewhat, but in general they should be

arranged in the following order:

ASSETS

CURRENT ASSETS:

Cash
Receivables
Property Taxes Receivable
Stores
Amounts Due from Other Funds or Governmental Units
Investments
Deferred and Prepaid Expenses
Budgetary Accounts Normally Having Debit Balance, e.g.,
Estimated Revenues (only on Interimm Balance Sheets)

LIABILITIES, RESERVES AND EQUITY

CURRENT LIABILITIES:

Accounts Payable

Temporary Loans Payable

Due Other Funds or Governmental Units

Budgetary Accounts Normally Having Credit Balances, e.g.,
Appropriations (only on Interim Balance Sheets)

LONG-TERM LIABILITIES:

Long-Term Notes Payable
Deferred Income or Other Deferred Credits

2 The term, “fund balance,” is inserted by the authors of this handbook.
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RESERVES AND EQUITY:

Reserve for Encumbrances

Reserves for Special Purposes

Fund Balance (Trust and_Agency Funds)
Fund Balance (Available for Appropriation)

It will be noted that fixed assets (land, buildings, machinery,
furniture, and other equipment) do not appear in the form of balance
sheet suggested above. This is because fixed assets are not assets of
the General Purpose School Fund, the State Capital Outlay Fund,
the Bond Fund, or any other operating fund. They are, however,
assets of the governmental unit. All fixed assets will therefore
appear in a special balance sheet called the ‘“Fixed Asset Group’ of
accounts in chapter XII. Fixed assets should be classified as shown
in the prescribed ‘“Classification of Accounts.”

Fixed assets do not appear in the balance sheet of an operating
fund because they must be purchased out of appropriations and
therefore for the purpose of recording the-disbursement must be
classified as expenditures. Proposed expenditures.for capital outlay
items are set up in the adopted budget and, consequently, payment
is made from appropriatod revenues—consisting primarily of taxes.
Governments do not operate at a ‘‘profit’”’ but exist to render service.
There are no “profits’”’ to be set aside in the form of a depreciation
reserve to help replace fixed assets When they wear out—but future
disbursement for such replacements or for the acquisition of ad-
ditional assets must be made from future tax revenues or bond
issues.

The purchases of fixed assets from an operating fund are re-
corded as expenditures, but the amount of all fixed assets is set up
at their cost in a separate ‘fund”’ known as the “Fixed Assets Group
of Accounts.”

Balance sheet and trial balance distinguished

A balance sheet is a formal statement of assets, liabilities, reserves
and fund balance at the end of a fiscal period. A ‘‘trial balance,”’
taken at the end of any posting period after all postings have been
made to the General Ledger, is simply a listing of all the accounts
with their amounts in the order in which they appear in the General
Ledger. All debit balances are placed in one column and all credit
balances are placed in another. A total of each column is then
obtained. If the two totals are equal, the General Ledger is said to
be ‘“in balance.”

A trial balance should be prepared and the General Ledger proved
to be in balance before the balance sheet and operating statements
for the fiscal period are prepared. If the General Ledger is not in
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balance, an error (or errors) is indicated and must be located and
corrected before additional postings are made or financial statements
prepared.

The interim halance sheet

Many school systems prepare a monthly interim balance sheet
similar to the one on pages 120 and 121.  For an interim balance sheet,
the various Revenue, Expenditure, and Encumbrance accounts do not
need to be closed. Instead, the Estimated Revenue account is
listed with the assets, and from it the actual revenue realized is
deducted. The liabilities, the reserves, the unencumbered balance,
and the fund balance are listed, and their total should equal the
assets above.

One point is to be noted clearly. Every item appearing on the
Gereral Ledger trial balance is put into its proper category. Items
representing the current year’s revenue and expenditures are assem-
bled first into the Revenue and Expenditure Statements and only
the tntals (or balances) are carried over into the balance sheet. All
other items on the trial balance are entered directly in the balance
sheet; these represent asset items, liability items, encumbrances, and
also the General Ledger accounts for total ¢ timated revenues and
appropriations. Since the Trial Balance shown in chapter V was in
balance, all the individual (or summarized) items will still be in
balance when they are carried over into the balance sheet.

HYPOTHETICAL SCHOOL DISTRICT
GENERAL FUND
INTERIM BALANCE SHEET

July 31, 1966

ASSETS AND RESOURCES

Cash . e $82, 325.30
Petty Cash. - - oo e 425.00
Prepaid EXpenses. - _ ..o 4, 200.00
Accounts Receivable. .- - .. ... 3,652.15
Investments .. ... 64, 934.70
Estimated Revenue. .o ... $613, 020.00
Less: Actual Revenue. oo _. 110, 110.50

Balance to bereceived. . __ ... . ... __________.._._ 502, 909.50

Total Assets and Resources. . oo oo $658, 446 .65

LIABILITIES, RESERVES, AND FUND BALANCE

Salaries Payable. . .. .. 28,450.00
Payroll Deductions Payable._ . o 2,772.50

1 U.8. Treasury bills due Oct. 22, 1966.
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Reserve for Encumbrances. . - - oo oo 8507, 986.00

Appropriations. .. .o $639, 930.00
Less:
Encumbrances.. .- - - oo o $507, 986.00
Expenditures. .- - - oo 13, 844 .50
Total Encumbrances and Expenditures. ... 521, 830.50
Unencumbered Balance.. .- - oo oo oo 118, 099.50
Fund Balance. . ..o e 1,138.65

Total Liabilities, Reserves and Fund Balance. - ... _...__. $658, 446.65

Monthly reports

In chanter I, the reader was introduced to a number of recom-
mended criteria which a model school accounting system should
meet. One of these criteria, to provide adequate financial and
related operational information for all interested parties, is a major
objective of the recordkeeping process. The preparation of monthly
financial reports, using information in the financial records, is the
next step in the segquence of bookkeeping. The monthly reports
will be of benefit principally to the school board members, school
administrators, business managers, and officials of the local govern-
ment. These reports should be prepared in considerable detail and
should have columns showing also the budget figures for comparative
parposes. They should cover both revenue and expenditures, and
in addition, should show the available cash or the cash position in
some form.

Statement of revenue, expenditure, and cash position

This illustration, on pages 122-123, shows one type of a Revenue,
Expenditures, and Cash Position Statement that could be presented
monthly to the board of directors and the school administration.
The figures in this illustration are a contirmation of the transactions
in chapter V. The reader will note that the form starts with the
beginning balances as of the first of July, inclading, however, only
cash, petty cash, and investments. Only these three assets are
used because they are the only ones readily available for payrolls
or expenditures. To the total of cash and investments are added the
revenues collected for the month. These figures are taken from the
accounts in the subsidiary Revenue Ledger.

This statement is actually three statements combined into one.
It would have been possible to make a separate Revenue Statement,
Expenditures Statement, and Cash Position Statement. However,
as all three are interrelated, it is more meaningful to combine them
and at the same time maintain the identity of each.

121
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The main computation of the cash position is obtained as follows;

Total Cash and Investments, July 1, 1966 ... enran- $94, 692. 75
Total Revenue (during July) - - - oo e 110, 110. 50
Total Beginning Balance and Cash Revenue. .. .. cocrvenooo $204, 803. 25
Less:
Decrease in Fund Balance. . - . oo oo $6, 361. 50
Decrease in Accounts Payable. - - v oo 7,262, 25
Decrease in Salaries Payable. _ ..o . 28, 450. 00
Increase in Prepaid Expenses. oo oo 1, 200. 00
Total Expenditures (during July) .- - .- 13, 844. 50
Total Cash Payments. ... e i $57, 118. 25

Total Cash Balance Available, July 31, 1966_ .. - ._. $147, 685. 00

The last line, $147,685, is the total cash balance available as of the
end of the month, and represents the difference between $57,118.25,
total cash payments during July, and what was available, $204,-
803.25. It should, and does, check out with the sum of the amounts
listed in the three accounts at the end of the month, called the
Ending Balance. The latter and the portions of the statement de-
voted to the computations above make up the Cash Position
Statement.

Note that by comparing the computation above with that of the
report, only columns 3 and 4 are needed to make the computation.
Why, then, use the other columns? The answer is that the left-
hand portion of the statement would have to be completed anyway
to indicate the accounts to which the entries in column three pertain.
Thas, rather than duplicate work by making a separate analysis, you
can obtain a complete Revenue Statement from this statement by
adding two more columns, Budget Estimate and Balance To Be
Received. Now it is possible to show annual estimated revenues by
source, that is, the budget figure (col. 1), the revenues actually
realized in the fiscal year to date (col. 3), and the balance not yet
realized in each revenue account (col. 6).

The same thing is true of the Expenditures section. By adding
four columns, you can present, in addition to the amounts needed for
the computation, a complete list of what has happened during the
month in all functions. For, example in Administration, the annual
budget appropriation was $19,150 (col. 1). In the second column
$17,170 has been encumbered. The Expenditures column (col. 3)
shows that $1,430 has already been paid out. Adding the last two
amounts yields $18,600, the entry in the fifth column. The amount
in the last column, $550, is what is unencumbered, or unobligated.
The accuracy of all of these entries can be verified by adding the
encumbrances to the expenditures (cols. 2 and 3), which should yield
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the Total Encumbrances and Expenditures (col. 5); further, the fifth
column entry plus the Unencumbered Balance (col. 6) should equal
the original budget appropriation (col. 1). Thus, a complete ex-
penditure statement is presented which doesn’t at all detract from
the overall report on the Cash Position as of July 31 and how it was
reached.

The summary totals of the expenditures for each function are
taken from the accounts in the Appropriation and Expenditure
Ledger. The following cash payments must be added to total ex-
penditures to arrive at total cash payments during July: (1) the
decrease in fund balance; (2) the decrease in accounts payable; (3)
the decrease in salaries payable; and (4) the increase in prepaid
expenses, These cash payments were not charged to expenditures,
but did reduce cash. Thus, a total of $57,118.25 is obtained and is
called “Total Cash Payments.”

As was indicated in chapter V, it is recommended that all purchase
orders, salary commitments, and any other formal contractual
commitments be recorded as encumbrances in the journal and posted
in the expenditure ledgers. If the school system has elected not
to post all purchase orders and other encumbrances in the formal
records but to post only actual expenditures, it is recommended
that a separate report be prepared showing the summary of out-
standing encumbrances against each appropriation by totaling the
outstanding commitments such as purchase orders kept in the files.

Annual reports

At the end of the fiscal year, a number of detailed annual reports
similar to the monthly reports must be prepared. The information
contained in these reports will probably be used to prepare
reports for the State department of education on forms usually
supplied by the State department. The annual Statement of
Revenue, Expenditure, and Cash Position should be similar if not
identical to the one illustrated on pages 122-123 of this chapter.

The ledger figures that have been nosted in chapter V consist
only of the transactions in the month of July, so the monthly reports
prepared from them are typical. Rather than post transactions
of 11 more months let us assume that the transactions were properly
posted for the rest of the year and that the routine trial balance
of June 30, 1967, was as shown on page 126,

Adjusting and closing tha bouks

A necessary procedure at the close of the fiscal year, common to
all accounting systems, is known as ‘“‘closing the books.” This
term includes the making of the necessary entries in the General
Journal to (1) adjust certain General Ledger accounts, and (2)
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HYPOTHETICAL SCHOOL DISTRICT
TRTAL BALANCE
June 30, 1967

Account Title Aﬁgf' Debdt Chedit

Cash 1501 65,354 p5
Petty Cash 1510 425 po
Prepaid Expenses 1530 4,200 po
Accounts Receivable 1540 982 po
Inyestments 1550 12,851 po
Accounts Payable - Vendons 1610 4,191|00
Payroll Deductions Payable 1620 6,061[25
EmpLoyen's Retinement Contrnibution Payable | 1625 6,061[25
Fund Balance 2010 1,138 65
Redenve for Encumbrances 2011 57,391] 50
Estimated Revenue 2020 613,020 po
Revenue 2030 669,956 50
Approponiations 2040 639,930]00
Expend{tunes 2050 570,505 0
Encumbrances 2060 57,391 b0

1,324,730 U5 | 1,324,730[15

close out all Budgetary accounts, Expenditure accounts, and Rev-
enue accounts that have been used during the year, and thus arrive
at the end-of-year fund balance.

After the necessary adjusting and closing entries have been made,
the General Ledger will contain the accounts of the various assets,
liabilities, reserves, and the fund balance. The General Ledger
accounts will balance, bui there will be no amounts in the various
Budgetary, Revenue, and Expenditure accounts.

Adjusting entries

Before making the final closing entries, check to be sure that all
adjusting entries have actually been made and posted. These
adjusting entries bring the various accounts up to date. Such
entries would probably include the following:

(1) Setting up on the books, all accounts payable existing at
the end of the fiscal year.

(2) At the beginning of the fiscal year there was $3,000 in the
Prepaid Expense account. This was later increased to $4,200
because of the purchase of $1,200 worth of paid up insurance for
the two following fiscal years. The original $3,000 of prepaid
expense was for maintenance service and supplies. The
maintenance service has been received and the supplies con-
sumed. Thus, this $3,000 worth of assets no longer exists,
and an adjusting entry is necessary to reflect this.
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in the latter case, then,

d expenses. One
$250 2 month could have been charged to maintenance.

xpenditure at the beginning of
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These adjusting entries are entered in the adjustment Debit and

There are other methods of handling such prepa

method is to charge off the entire &
to prorate the cost over the fiscal per

the year as shown in the purchase of the
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Credit columns of the worksheet, page 127. The worksheet is a sheet
of working paper that enables the bookkeeper to sort and interpret
the trial balance; it also provides a convenient method of summariz-
ing the bookkeeping records and proving the accuracy of all calcula-
tions. As it is not a part of the permanent bookkeeping records, it
may be prepared in pencil.

After the end-of-year trial balance is prepared, the first two columns
of the worksheet are completed from it. When preparing the end-of-
year trial balance section of the worksheet, also include any accounts
with zero balances. This is necessary because there may be some
adjustments to those accounts. Next, the adjustments are entered
as explained above, namely, debiting Expenditures for $3,000
($3,000 for maintenance service) and crediting Prepaid Expenses for
a like amount. Note that the latter entry, when subtracted from the
beginning balance of $4,200, leaves $1,200 for the balance sheet
entry. The asset, liability, and fund balance entries are transferred
to the balance sheet column because they are balance sheet items.
The adjustments as worked out in the worksheet serve as the basis
for the adjusting entries in the General Journal, page 133.

The fifth and sixth columns make up the expenditure and revenue
columns. The accounts in this section are temporary accounts, i.e.,
they are not a part of the basic asset, liability, and fund balance
structure. The entry for excess of revenue over expenditures, which
is the addition to fund balance, is a balancing entry, i.e., its inclusion
makes the column totals equal each other. This section is analyzed
as follows: '

Since we are computing the balancing entry, assnme it is now
blank. The first entry in the debit column, $613,020, is the total
of the anticipated revenue for the year, $610,520, aud $2,500 of
additional anticipated revenue added after the beginning of the
fiscal year. The last entry in the credit column, $639,930,
appropriations, is the total estimate of need for the entire fiscal
year. The difference between the latter amount and the original
anticipated revenue, $610,520, is $29,410, which was the esti-
mated {und balance at the beginning of the fiscal year. Actually,
what occurred was that the school district, estimating that it
would have $29,410 to begin with, calculated that $610,520
would be needed to make a total of $639,930 to meet all expendi-
tures. The $427.50, encumbrances, and $630,469.70, expendi-
tures, total $630,897.20, and represents total expenditures and
encumbrances. Since the $1,138.65 actually in the fund balance
was never “appropriated”’ for a specific type of expenditure, it
must be deducted from the actual revenue, $609,956.50, to yield
the acvual revenue appropriated, or $608,817.85. The beginning
balance of $34,410.15 is reduced by the $6,361.50, which was
charged against fund balance to take care of retirement con-
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tributions which were inadvertently not set up as a payable at
the end of the previous fiscal year. The difference, $28,048.65,
is added to the actual revenue appropriated, $608,817.85, to give
the amount available for expenditures during the year, $636,-
866.50. Subtracting the total encumbrances and expenditures,
$630,897.20, from the latter yields $5,969.30, the balancing
figure which represents the excess of revenue over expenditures,
and which will be an addition to the existing fund balance. Note
in the worksheet that the three entries in column 5 and the

" 4wo entries in column 6 are totaled, and that the difference
between these two totals is the “balancing’ entry, which is then
added below the smaller total to arrive at equal totals for both
columns.

A formal statement, such as the one on page 130, is usually prepared
showing the computations above. The primary source for this
statement is the entries in columns 5 and 6. In addition, of course,
the $1,13%.65 balance in the Fund Balance account had to be taken
into account since this wasn’t anticipated at the beginning of the
year. Please note how this affected the computation. This state-
ment shows exactly what happened during the year to bring the
Fund Balance account to its present balance; the entries in the Fund
Balance account establishing the Estimated Revenue and Appropria-
tions accounts, as well as the change in estimated revenue, were
estimates, and have been superseded by actual amounts.

This statement has been titled ‘“General Fund Statement of
Analysis of Change in Fund Balance” because it shows, in summary
form, how the ending fund balance was obtained. However, it
could also have been called a Summary Statement of Revenue and
Expenditures since fiscal year revenue and expenditures determine
the change in fund balance. Thus, it is 8 question of emphasis, and
here the emphasis is on fund balance.

Closing entries

There are several different ways of making closing entries, each of
which is correct. The General Journal illustrated on page 134 shows
one of the recommended ways for preparing closing entries. This
method involves:

(1) Closing the Revenue and Estimated Revenue accounts to
the Fund Balance account. This entry shows that less revenue
was received than anticipated, and that fund balance must be
decreased by this same amount.
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HYPOTHETICAL SCHOOL DISTRICT

General Fund Statement of
Analysis of Change in Fund Balance
For Fiscal Year July 1, 1968, to June 30, 1987

Total Current Assets,

July 1, 1966_ .- .. $101, 344.90
Less Total Current

Liabilities, July 1,

1966.__ - --oeem - 66, 934.75

Beginning Fund Balance, July 1,1966. $34, 410.15
Less Adjustment for Previous Year's

Retirement Contribution__ - --.--- 6,361.50
Fund Balance After Adjustment._. .- 28, 048.65
Add Actual Revenue Appropriated:

Actual Revenue.__ 609, 956.50
Less Revenue Not
Appropriated
(Fund Balance) - 1,138.65 608,817.85

Amount Available for Expenditure During Year... $636, 866.50
Less Total Encumbrances and Expenditures:

Expenditures. .- oo -coeoamaomn 630, 469.70

Encumbrances. . o cco e v mmm - 427.50 630, 897.20
Excess of Revenue Over Expenditures and Encumbrances.._.....- $5, 9€9.30
Fund Balance Carried Forward (not appropriated during year)... 1, 138.65
Fund Balance, June 30, 1967 _ o ocme e $7, 107.95

(2) Closing the Encumbrance account to the Expenditure
account. This entry leaves a balance in the Reserve for
Encumbrances account, and charges this future payment, that is,
the payment resulting from the encumbrance, to current
expenditures. This isn’t a bona fide expenditure because cash
hasn’t been paid out; however, to allocate expenditures properly
to the year in which they apply, it is necessary to make this
entry, which seis up a reserve for payment in the next fiscal yoar.
Note that this reserve has been deducted from the fund balance
to charge the expenditure to the current period. Thus, when
the payment is made during the next fiscal period, it will not
be charged against that period’s revenue. An alternate and just
as valid method of closing encumbrances is illustrated in the
journal entries in chiapter XI, page 202. In this method the
encumbrances are closed at the end of the fiscal year and re-
appropriated when the books for the ensuing year are opened.
 (3) Closing the Appropriations and Expenditure accounts to the
Fund Balunce account. The effect of this entry is to increase
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the Fund Balance account by the exact amount by which
approoriesions exceeded expenditures.

Just as the adjustments columns of the worksheet provide the
information for the adjusting entries, the Statement of Revenue and
Expenditures Debit and Credit columns provide the information for
the closing entries. It was indicated previously that all accounts
in this section are temporary. Therefore, it is obvious that to close
these accounts (i.e., leave with a zero balance), it is necessary to
make an entry in the opposite column. Note how the closing entries
in the journal do cancel out the entries in columns 5 and 6 of the
worksheet. To cancel out the debit entry for expenditures,
$630,469.70, thé bookkeeper must take the “net” credit to expendi-
tures from the closing entries: $630,897.20 (third closing entry)
minus $427.50 (second closing entry) yields “net” credit to expendi-
tures of $630,469.70. This “mechanical” method of checking the
closing entries can be used to verify their accuracy. It is helpful
to think through what needs to be done, keeping in mind the relation-
ships between the accounts and, particularly, the effect on fund
balance. However, it is helpful to know that the final closing
entries can be checked against the entries in the Statement of
Revenue and Expenditures section of the worksheet.

Following the illustration of the General Journal pages are illus-
trations of the accounts of the General Ledger as of the end of the
year, with the adjusting entries and closing entries properly posted
to these accounts.

Closing, halancing, and ruling the ledger

The final task in the ledger is to balance the Asset, Liability,
Fund Balance, and Reserve accounts, and close the Estimated
Revenue, Revenue, Appropriations, Encumbrances and Expenditures
accounts.

To balance an account with one or more entries on each side,
e.g., the Cash account on page 135, proceed as follows:

(1) Enter the difference or ‘‘balance” of the account on the side
showing the smaller total. Note in the Cash account that the
balance is $65,354.95, and that the latter when added to the
smaller side makes both columns equal. Write the word
‘“Balance’”’ in the explanation column, and place a checkmark
in the Post Ref. column to indicate that this item was not
posted from a journal. The Prepaid Expenses, Investments,
and Fund Balance accounts are balanced in the same manner
as the Cash account. Accounts with entries on one side only,
that is, the Petty Cash account, need not be balanced because
their balance is the total of the entries.
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(2) Total and rule the account as indicated in the Cash account
on page 135.
l. (3) Enter the balance again below the double ruling on the side
originally having the larger footing; this is the side which
3 : normally reflects the balance, that is, debit side for asset
pccounts and credit side for liability, reserve, and equity
accounts. Since this is the beginning balance for the new
~ fiscal period, date it as such. Write the word ‘“Balance” in
the explanation column, and place a checkmark in the Post
Ref. column to indicate that this entry was not posted from a
journal.
I (4) Show that, because the closing entries have been posted,
! the Estimated Revenue, Revenue, Appropriations, Encum-
brances, and Expenditures accounts are in balance; then close
them by adding the debit entries and credit entries and placing
double ruling beneath the totals.

The final illustration in this chapter is the actual balance sheet
based on the figures derived from the worksheet illustrated on page
127. Note that the procedure has gone through a complete cycle
and is back to the basic balance sheet used in chapter III. The
amounts are different and reflect the financial status of the school
district at the end of the year.

132




I

l' GENERAL JOURNAL
/ Page 91
)

DATE ACCOUNT TITLE AND EXPLANATION POST1  amoont Pyoci

4 Adjusting Entries
, 1967
i June 30| Expenditunes 2050 3,000 00
5 Prepaid Expense 1530 3,000] 00
Appropriation and Expenditure Ledger detail
Maintenance of Plant - Contracted
Services - $3,000.00 1720
To necond end of uear adjusiment by
chanaing 044 prepaid expense to the
proper expend, Acet.
20| Expenditunes 2050 56,964 100
: Safanics Payable 1605 56,964] 00
* Appropriation and Expendituwre Ledger detail
" Instruction-Teachens' Safanies-$56,964.00| 213
To change {0 the cuwrent yean the re-
waining portion of safaries for teachens
_paid only for ten months, As the ne-
ing £ !E ¢ 0 | d ;
An the new fiscal year, At 44 necessary ‘
to set up salanies payable in onder to
propenfy change expenditunesd {n the
n whic) , conmed. ‘ |
30! Resenve fon Encumbiances 201
Encumbrances 2060 56,964] 00
Apprapriation and Expenditure Ledger detaif;
Instruction-Teachens' Safaries-+56,964,001 213
To fLiquidate payrofl encumbrances fon

__amount of expenditune changed to sal-
arnies payahfe above.

e\ b - 5
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GENERAL JOURNAL
Page 92
DATE ACCOUNT TITLE AND EXPLANATION e Ay e
CLosding Entries
Iuﬁz_ 30| Fund Bafance 2010 3,063 50
Revenue 2030 609,956] 50
Estimated Revenue 2020 613,020(00
Revenye Ledaen detail:
Individuaf account(s) in Revenue Ledgenr
To close Revenue and Estimated
Revenue to Fund Balance
30 | Expenditunes 2050 4271 50
Encumbrances 2031 427150
Appropriation and Expenditune Ledgen detadif:
Individual accountls) in Appropriation
and_Expenditure Ledgen
To close the Encumbrance account to
the Expenditure account
30 | Appropriations 2040 639,930] 00
Expenditunes 2050 630,897]20
Fund Bafance 2010 9,032|80
Appropriation and Expenditune Ledaen detall:
Individual account(s) in Appropriation
and Expenditune Ledgen
To close the Expenditunes and Appho-
priations accounts to the Fund
Bafance account




/ GENERAL LEDGER
| Page _16
Account _Cash Account ¥ _1601
L i
POST DEBIT POST CREDIT )
‘ DATE | EXPLANATION | 700 APOUNT paTE | ExpLANATION [RCST Pryvers
196 Balance cavried 196 , ,
! T B —— Pg. 1 £3,£44 obg a‘iﬁ& - 158 15,142 |
} 28 10ocal souhce 158 2,500} 0 £ 042 an E‘n‘u 18K 1,955 ’;
EmpPoyee 8 em-
8 inthyeh s, ded] 18 3,891 o i
i
0 Bafance ‘/ 45 354 !
€35, J59.95 26,34Y| 2S5
H"’ 86,344 2]] 86,344 5 j
v v J] ;
J_u[%_l__rﬂalanoo 45,354 0“
i
GENERAL LEDGER
Page 1
Account _Emy_CaAh Account # 1510
DATE EXPLANATION P'gﬁf AgéﬂLT DATE | EXPLANATION Pigﬁf ACN"‘(E)%'LT
Joo
1 Beg, Bafance _LJ1 40000
{
) 2 leo s Prinat b6 25|00}
| I vaslool
GENERAL LEDGER 1
| Page 1 i
Account _Paepaid Expenses Account # 1530 ‘
DATE EXPLANATION PR‘2§T AgéﬂLT DATE | EXPLANATION P,gﬁf Acr\ch)'inlr:r
67 Change, .0
! Beg. Batagce |11 3,000 odlina) 30| Snienai3iReZ° ro; 3,000 aj
~ {0
ing FV's | 14 1 30| Ralanco v 120010
| 4,700 4,200 a%
1 Balance v 1,20010 !
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GENERAL LEDGER
Page . 2 _
Account Accounts Recedivable Account ¥ 1540
POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REF, AMOUNT
967 Balance carnd
o0 29 sy caried] | 982 |00
GENERAL LEDGER
Page -3 -
Account _Tnvesiments Account # 1550
POST DEBIT POST CREDIT
DATE |  EXPLANATION  [Tct! AMOUNT DATE | EXPLANATION |'pce AMOUNT
198 arnied 75 T day Theas.,
AT T R Y. 24,613] 00tune] 10| biptatmatens: |186 11,7670
30| Balance v 12, 851104
T WET
__24,613/00 24,6131 04
I [Bafance v 12,851]0
GENERAL LEDGER
Page 1
Account __Salanies Payable Account # __1605
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REE, AMOUNT
T968]  IFULZ_dunmen 755
14 lpayroll 16 14,22510 yl1 Beg. Bafance | JI 56,90010
Second summen ” .
& laynobt 114 14,2251
» o
ug.il agﬂn%i“’""“n 121 1472250
(4] Aunme
5 lpaynohe 130 e 2oslod A L
\ (7} . (4]
Balance v 56 964| oaiinoBo Ror Jubu duge ] 31 54,964] 04
_113,864]00 113,864| 04
Tdy| 1 |Batance v 56,964 100
GENERAL LEDGER
Page __2
Account Acco Payable - Vendonrs Account # 1610
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF, AMOUNT
5 AL
uaoko lioransg carreedy o) 4,191
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. GENERAL LEDGER
' PGgeJ.Z_.
s{ Account _Paynoll Deductions Payable Account # 1620
! POST DEBIT POST CREDIT
[I pate | expanation |FOST|  DEGIT DATE | ExpLaNATION |FOST ShepiT
96 bal, d
l! APD 7 sl T 6,061]25
ll
b
i 1 GENERAL LEDGER ;
/ Employens Retinement Page 12_ ‘
; Account Contrdbutinns Payable Account ¥ _1625 |
i :
POST DEBIT POST CREDIT
pATE | expLanaion  [FOST|  DEBIT DATE | exLaNATION |POST SReDIT
193 Bak, caied
E Junel 24 Lonwan p,11 6,061 @5
GENERAL LEDGER
Page __1
Account _Fund Bafance Account # 2010
DATE |  EXPLANATION PR‘;:T Af%ﬂLr DATE | expLanaTion |POST T
1 I APPROPAL 955
' 1 gt o ACCount | J3 639,930 000ulul 1 Beg, Batance 11 34,410(15
' nevioud yearn's Fala 1 Lal,
, ; e %tijmﬁmigc gl 19 6,361]5 1 Reugnue Aect,” |17 610,520(0
; ose Rev, . evise Faf,
, el Bovsso Eundl Rapo| 792 3 063|5 4 eﬁ%mL 14 25000
‘ 77l R EXP, T AT -2
alance v 7,107 950uncB0 Kcots to F,Babll92 9,.032]8§
456,46295, 656,462 9}
U}l_,! 1 Balance v 7.107219
T | "
GENERAL LEDGER
Page _5
i Account Reserve fon Encumbrances Account # 2011
i POST DEBIT POST CREDIT
| pATE | expiaNaTion  [ROSTY  OEBIT DATE | ExpLANATION PO R
r 97T Liq. enc. §ox Sak. TETT B z e
I inoBo oadablS 89% uate| 501 56,964 | 00Jtune | 29) donard"" " ¢p, 4 57,391(50
i ance v 427150
| 57,3911(500 57,391150
=' J"b&‘é& 1 Balance v 427158
.t
1
{
i L]
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GENERAL LEDGER

Page .1 __
Account . Egtimated Revenue Account ¥ 2020
POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REF, AMOUNT
928 et up LEf. 787 z
gagit 12 610,520] odftineko Fol®rt8ance 70z 613,020/ 0
e
4 [perset e 14 2 500
&/7, 020|000
613.020(0 513,0201¢0
'
GENERAL LEDGER
Page _14__
Account __Revenue Account # 2030
POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REF, AMOUNT
798 Close Rev, Zo 67 nee carnied
ﬂuﬁ%ﬂLEnnd_BaZance 192 609,956)5 d P.13 609,154)5
evenue paom v
0 Btate Soé)‘mu £8 £0010
609, IS¢
m..zzgzap £09,9
GENERAL LEDGER
Page 5
Account _Encumbsances Account ¥ _2060
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
196 ance, cavited 967 . enc, n
9 |§onisand ©° 9.4 57,391]5 a2 pal, 89 701 56,964]0
0 Ex3ie&,, 192 42715
S0k 50
57,391]5 57,39 gq
GENERAL LEDGER
Page _1 __
Account ___Apphopriations Account # 2040
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
78 T3 VLT APpAO=
ung| 39 Fund“Gabance | 192 | 439930  odidil1 ot i PR%s | 73 639,930] 0
-
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GENERAL LEDGER

Fage 10
Account . Lxpenditunes Aceount ¥ 2050
DATE EAPLAHIATICH P,fl’,r N;’([)‘L'I” UATE | EXPLAMATION Pk(f;r A(.E:é[l)JlfTﬂ
967 alane raled 967 Lgse o Tund
oo éanwaa?ﬁ“ a9l 570,475 odlianebo Badarce. ' | 392|  630,897|24
£ Q%ﬁ;ﬁ Oaany | 189 30]70
d,“nﬁaﬁﬂ Pt | go1 | 3,000]0
0 QA5G pERFRY-! 191 56,964] 00
so (523e M5 pyp, | 192 42750
630,897/20 630, 897| 20

The reader has now been through a shortened version of the
accounting cycle for one year’s transactions of a small school district.
This cycle started with the reporting of assets, liabilities, and fund
balance; the recording of the newly adopted budget; the recording of
a series of sample transactions, and the posting of these to the proper
accounts; the preparation of some recommended monthly reports
used in a great number of school districts; and using assumed year-
end figures, the preparation of the annual reports. To start the
next school year follow the same sequence; however, because the
General Ledger accounts have already been established (these
accounts are never closed unless and until the school district goes
out of business), the first tran<action recorded for the next school
year would be the entries for recerding the new budget.
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HYPOTHETICAL SCHOOL DISTRICT
GENERAL FUND
BALANCE SHEET

June 30, 1967

ABSETS
CaBh . e e ————— $65, 354.95
Petty Cash. . ..o 425.00
Prepaid EXpenses. - . v emcevme o 1,200.00
Accounts Receivable. ... e - 982.00
Investments. . - - oo e ————————— 12, 851.00
Total ASSetS. . «-eccr oo ————— $80, 812.95

ron R —l
—_—

LIABILITIES, RESERVES, AND FUND BALANCE

Salaries Payable. o _ - v oo oo e $56, 964 .00
Accounts Payable—Vendors. - - oo 4,191.00
Payroll Deductions Payable. - - oo S 6, 061.25
Employers Retirement Contributions Payable. . ... ... .. 6, 061.25
Fund Balance ..o cev oo e oo e 7,107.95
Reserve for Encumbrances . - - - - - e - ccmmccmmcecmcc e 427.50

Total Liabilities, Reserves, and Fund Balance. .. ... ... ~- $80,812.95

Summary

(1) A Balance Sheet is a statement as of a given pointin time which
shows assets, liabilities, and fund balance.

(2) The Statement Of Revenue, Expenditures, And Cash Position
is a monthly or annual combination statement that may be useful
to the school board and school administrators.

(3) At the end of the fiscal year it is mecessary to make journal
entries which transfer the balance from one account to another
account; such entries are called Closing Entries.

(4) Entries made at the end of the fiscal year to bring the various
accounts up to date are called Adjusting Entries.

(5) The Worksheet is a sheet of columnar ruled paper that enables
the bookkeeper to sort and interpret the trial balance; it also pro-
vides a convenient method of summarizing the bockkeeping records
and proving the accuracy of all calculations.
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CHAPTER VII

Subsidiary Journals

In the previous chapters all transactions were entered in the
General Journal, and subsequently each item was posted individually
to the general and subsidiary ledger accounts. Thus, every time
a check or warrant was issued (cash paid out), an entry was made
in the General Journal which later had to be posted to the appropri-
ate ledger account. In addition, for every receipt of cash there
was also a General Journal entry and an individual ledger account
posting.

Except in small organizations with relatively few transactions,
this process of entering every transaction in the General Journal
will result in & voluminous and unwieldy journal. A further dis-
advantage is that every item requires individual posting. Since
there may be hundreds of expense entries every month for the vari-
ous classifications of payroll and/or other expenditures as well as &
similar number of individual cash receipt transactions, the possi-
bility of clerical errors is greatly increased.

To avoid these difficulties, a system of subsidiary journals is de-
veloped which minimizes the work and, at the same time, facilitates
various analyses needed for financial statement purposes. These
special journals are used for recording transactions of like nature,
and only those journal entires which do not fit into a subsidiary
journal are entered into the General Journal.

The cash journal

This is the most commonly used subsidiary journal because a
large number of transactions involve cash. The decision on what
type of subsidiary journal should be used depends on the frequency
of the various transactions. Other subsidiary journals that might
be used include payroll, accounts payable, accounts receivable,
encumbrances, and purchases.

Some organizations use a Cash Receipts Journal and a Cash
Payments Journal. These two journals can be combined effectively
in the Cash Journal, and all transactions involving cash entered in
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one record, A Cash Journal is illustrated on the following pages.
The transactions used in the example are the same as those used
in chapter V, pages 57 through 60. Those involving cash are shown
below; those not involving cash are marked “General Journal Entry”’
and are not, of course, shown in the Cash Journal illustrated.
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;’ General Journal entry.
3. Pay accounts payable to vendors:
School Paper Co.__ oo $873. 00
School Book Co. - oo 1, 200. 25
School Supply Co..oo oo 900. 00
Athletic Equipment Co___ ... _.____..__. 700. 00
$3, 673. 25

4. General Journal entry.

5. The school district received a check for $675 from the
neighboring school district for tuition for two special students.

g' General Journal entry.

8, The school district borrows, on a 30-day note, $20,000
irom the National Bank at an annual interest rate of 3 percent.

9. General Journal entry.

10. Pay the invoice from the XYZ Hardware Store for the 10
gallons of paint—invoice amount is $48.50.

10. The previous encumbrance of $50 is liquidated from both
the control accounts and the Approvpriation and Expenditure
Ledger detail account. Note that this is the exact opposite
of the entry initially recording the encumbrance.

11. Purchase a three-year fire insurance policy with Congress
Insurance Agency and pay the premium in full in the amount
of $1,800.

12. Issue a check for $25 to the high school principal to set up
a Petty Cash Fund.

13. Receive a check from the State Department of Education
in the amount of $25,388.

14. Pay the payroll for the 14th of the month (see p. 71, chapter
V, for detail).
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14. At the beginning of the year, the total amount of salaries
was encumbered. Throughout the year, as each payroll is
made, it is necessary to liquidate the amount that has become
an expenditure.

14. Pay the $1,955.70 withheld from the July 14 payroll as
Federal income tax deductions to the U.S. Treasury.

i5. Record payment of employee deductions and employer’s
retirement contributions to State retirement system.

16. Receive a check frcin the local tax collector in the amount
of $84,010.

-

17. Repay the $20,000 note and $16.40 inturest to the National
Bank.

18. General Journal entry.
19. Pay the June telephone bill in the amount of $97.

20. Pay travel expenses of Miss Smith to the Remedial Reading
Conference in the amount of $38.

21. Replenish the high school Petty Cash Fund because $18
has been spent for office supplies.

22. Pay for textbooks received from the School Book Co.,
transaction No. 18 above. The invoice is for $378 plus $12.50
freight charge.

22, Liquidate the previous encumbrance of $420 from both
control accounts and from the detail account in the Appropria-
tion and Expenditure Ledger. In this instance the expenditure
was less than originally anticipated.

23. The school district’s Treasurer uses $50,000 of inactive
funds to buy 90-day U.S. Treasury bills for investment purposes.

24. General Journal entry.

25. Hailstorm damage requires $156 for emergency repairs to
the Lichtenberger Elementary School.

26. Instructional supplies are received from the School Supply
Co., invoice $180, 2 percent/10 days, paid less $3.60 discount.

26. On July 18th a $180 purchase order was issued for teaching
supplies. Therefore, the Teaching Supplies account, No. 240,
was encumbered in like amount to record the obligation. The
terms of the transaction,. 2 percent/10 days, enable the school
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district to realize a 2-percent discount if the bill is paid within
10 days. Thus, the expenditure is $176.40. However, the
original encumbrance of $180 must be liquidated, and this is
accomplished by debiting Reserve for Encumbrances and
crediting Encumbrances. In addition, of course, the encum-
brance must be liquidated from the detail account.

27. General Journal entry.

28. Pay the payroll for the 28th of the month (see p. 85, chapter
V, for detail).

28. A liquidating entry, similar to the one following the
July 14 payroll, is necessary to reduce the salary encumbrance
for the exact amount of the payroll expenditure.

28. Pay the $1,955.70 withheld from the July 28 payroll as
Federal income tax deductions to the U.S. Treasury.

28. Pay the State Retirement Board (employers’ rate same as
employees’) for the current month’s employees deductions plus
the school district’s contribution.

29. General Journal entry.

30. A check for $106 is received from the insurance company to
compensate for the hail damage.

31. The school district receives $10,000 as a result of the
maturing of certain U.S. Treasury bills. The original invest-
ment was $9,912.50.
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Encumbrance Liquidation

Expenditures Generol Post General Revenue Cash
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edit
25 133500 ash R3 [
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(1) The infonmation fon this entry is obtained from the paynoff necond (page 157, chapter VIII),
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Analysis of the cash journal

In addition to entering all transactions involving cash in the Cash
Journal, the bookkeeper should enter the beginning cash balance
(debit) on the first of the month in order to provide a complete pic-
ture of the cash position. The beginning cash balance, $69,445.55,
is obtained from the Cash account, page 90, chapter V. The off-
setting credit in the general credit column would be posted in the
General Ledger to the Cash account and would thus cancel out the
debit entry. In other words, adding the same amount to both sides
of the Cash account does not change the balance of the account.
However, entering the beginning cash balance in the Cash Journal
does permit the Cash Journal to show, at any given time, the current
cash position. The individual entries in the Cash Journal should be
the same as those in the Cash account, page 90, chapter V. The
postings of the totals of the cash debit and cash credit columns of the
Cash Journal to the Cash account in the General Ledger at the end
of the month produces the new end-of-month Cash balance.

The Cash Debit column is used whenever cash is received. As
indicated above, the individual cash column entries are not posted
to the General Ledger individually; only the total of the column is
posted to the debit side of the Cash account at the end of the month,
which obviously saves labor in posting. The same thing is true of
the cash credit column, that is, only the total of the entries is posted
to the credit side of the Cash account at the end of the month. If
these entries had been entered in the General Journal, six debit post-
ings (cash debit column) and 18 credit postings (cash credit column),
for a total of 24 postings, would have been made to the Cash ac-
count. If the Cash Journal is used, only two postings to the Cash
account are necessary—the total of the cash debit column and the
total of the cash credit column.

The Expenditures Debit column, like the cash columns, also is
posted in total at the end of the month. Since many different
expenditures are recorded in this column, it is obvious that this total
is posted to the Expenditures control account. The detail account
in the Appropriation and Expenditure Ledger to which each amount
is also posted is indicated in the Name of Account coiumn below the
credit entry; make individual postings as you go along, after you
enter them in the Journal.

The General Debit column, as its title implies, is used for debits
in general. Unlike entries in the cash columns and the expenditure
debit column, each entry in the general debit column is posted
individually to the account shown in the name of account column.
Notice that in the latter column opposite each entry in the general
debit column, the postings are made to many different accounts,
each of which does not necessarily have anything in common with
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any other. Since each entry is posted individually, the total of the
column is not posted.

The Number column is used to indicate the physical source of the
entry. Since most cash is paid out by check or warrant, the check
or warrant number is entered. The receipt number is used for cash
received. .

The Post Reference column is used to indicate the number of
the account to which posted, and also to show that posting has been
completed. It should be noted here that there must never be a post
reference during the month for the Cash, Expenditures Control,
and Revenue Control accounts because these accounts are posted
only at the end of the month from the totals of columns 1, 2, 5, and 6.

The General Credit column, like the general debit column, is for
entries of a general nature. That is to say, no two entries in this
column necessarily have anything in common, whereas all of the
entries in the expenditure column do. Regardless of what the money
was spent for, each entry in the expenditure column represents an
expenditure. The same relationship applies in the cash columns,
that is, each entry, whether debit or credit, deals with cash. The
revenue credit column also contains entries which all have something
in common: they represent revenue. Again, this lack of a common
nature in the general credit column makes it necessary to post each
entry individually. The total is not posted because it would be like
trying to add apples, oranges, and plums.

The Revenue Credit column has the same relationship to the
Revenue control account as the expenditure debit column has to
the Expenditure control account. Therefore, the total of the
column is posted at the end of the month to the Revenue control
account. Further, the type of revenue is indicated and recorded
by posting to the detail account named in the name of account
column.

The Cash Credit column is used whenever cash is paid out, and
only the total is posted at the end of the month.,

The Encumbrance Liquidation section has two columns—Reserve
for Encumbrances Debit and Encumbrances Credit. This section
is included with the Cash Journal to provide for liquidation of
encumbrances for each transaction involving a cash expenditure,
and for which an amount was originally encumbered. As in the
General Journal, the entry liquidating the encumbrance immediately
follows the entry recording the expenditure.

These journal entries, like all journal entries, have a debit and
credit part. TLet us now look carefully at the following transactions
because they include entries in all of the columns of the Cash Journal
(see p. 145):

July 3. The amount of the payment, $3,673.25, was entered
in the general debit column because there is no special column
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for accounts payable. The latter account is indicated in the
name of account column as being the account to which to post
the debit entry. The number 1610 in the post reference
column indicates that the amount in the general debit column,
$3,673.25, has been posted to the Accounts Payable account,
No. 1610, in the General Ledger., Ck 1-4 (checks 1 through 4)
is entered in the number column to indicate the numbers of
the checks used to pay the vendors. Finally, the entry iit the
cash credit column indicates that the asset cash has been
decreased by $3,673.25.

July 5. In this instance revenue was received in the amount
of $675, and thus an entry was made in the cash debit column.
The credit entry was made in the revenue credit column in
order to have the control account reflect this increase. The
detail was posted to Tuition from other school districts, sccount
No. 80, as shown in the name of account and post reference
columns, respectively. R1 in the number coraron means this
was receipt No. 1.

July 8. Again cash has been received, this time in the amount
of $20,000. As in the preceding transaction, the entry is made
in the cash debit column. However, note that in this case the
credit is entered in the general credit column. This cash was
not revenue, and, in the absence of a special column for notes
payable, the entry has to be made in the column for miscel-
laneous entries, general credit. The entry in the name of
account column indicates the account to which the general
credit entry should be posted. R2 is the receipt number,
and 1611 in the post ref. column is the account to which it is
posted.

July 10. An expenditure of $48.50 has been made and has to
be reflected both in the control account and in the detail account.
Therefore, in addition to the entry in the expenditures debit
column, an entry also has to be made in account No. 720,
Maintenance of Plant— Contracted Services. This is indicated
by entering the latter in the name of account column. After
posting, account No. 720 is entered in the post reference column.
Ck 5 is the number of the check written for this expenditure,
and $48.50 in the cash credit column indicates that cash has
decreased. Again, remember that only the totals of the
expenditures debit and cash credit columns are posted.

Most entries in this journal would be similar to the four explained
above. The number of columns in the journal depends on the need
of the individual school district; special columns can be added if
needed. The main consideration is the frequency of certain types of
transactions.
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If a Cash Journal had been used in chapter V with the entries as
indicated in this chapter, the only difference in the ledger accounts
would be the post reference column, that is, instead of showing J
and the page number, it would show CJ (Cash Journal) with the
page number.

Posting from the cash journal

After adding each columnp in the Cash Journal, post the appropriate
column totals as indicated above. Since each debit entry or entries
should have an equal credit entry or entries, then, obviously, the
total of all the debit columns should equal the total of all the credit
columns. In addition to furnishing the column totals to post, this
also verifies the accuracy of the journal entries. The column totals
are first entered in pencil “footings”; if the total debits equal the
total credits, the permanent entries are made, the date is entered,
the word ‘“Totals’”’ is written in the name of account section, and a
double line drawn as indicated.

As has been pointed out previously, special columns are posted
only at the end of the month when the totals are posted to the
account named in the heading of the column. Therefore, the total
of the cash debit column, $209,574.55, would be posted as a debit
to the Cash account, No. 1501. The post reference for this entry is
the number of the Cash sccount, No. 1501, and, when posting has
been completed, this number is inserted in parentheses below the
cash debit column of the Cash Journal (see p. 149). The same pro-
cedure applies tc the total of the expenditures debit column, that is,
its total is posted to the Expenditures control account as a debit.
The account number of the latter, No. 2050, is entered below the
column total as the post reference.

A checkmark is entered in parentheses below the general debit
and general credit columns to indicate that the items in the columns
were posted individually.

The revenue credit and cash credit column totals are posted in the
same manner as the cash debit and expenditures debit column totals.
The post reference is sirnilarly derived and entered below the column
totals.

Of the 31 transactions listed in chapter V, 24 involved cash, and all
of these were entered in the Cash Journal. The cash position can be
computed at any time by deducting the total of the cash credit
column from the total of the cash debit column.

In summary, then, the Cash Journal has these advantages: (1)
saves labor in posting, which results in less chance of clerical error;
(2) includes all of the cash items in one place; (3) provides a ready-
made analysis as part of the formal records; (4) permits a daily

153

245-882 0—67——11




control of cash balance; and (5) facilitates the pieparation of the
monthly cash statements.

Bank reconciliation

In all school districts, the bank account for every fund should be
reconciled each month. The bank reconciliation follows exactly the
same pattern the reader mnight use to reconcile his own personal
account at a bank. The form illustrated on page 155 could be used
for this purpose.

Copies of validated deposit slips covering deposits not reflected on
the bank statement are used to complete part 2 of the Bank Recon-
ciliation form. Under part 4 the outstanding checks are determined
by comparing returned checks with the record of those issued during
the month as well as with those outstanding at the beginning of the
month. This process will indicate which checks remain outstanding
at the end of the current month. After completing 1 through 4 of
this form, the Adjusted bank balance (5), should equal the Balance per
books (6). If these two figures do not agree, it will be necessary to
locate the cause of the error—made either by the bank or by the
school district—and make the necessary corrections. One cause
which inay easily be overlooked is a charge made by the bank but
not entered on the school district’s records. When the error has
been located and corrected, the figures on the bank reconciliation
should also be corrected so that item 5 will equal item 6.
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HYPOTHETICAL SCHOOL DISTRICT
XVILLE, U.S.A.
BANE RECONCILIATION

Bank

=

Balance per bank statement, _— 19 3 —
2. Plus Deposits not credited on bank statement:

Date Amount Date Amount

3. Tutal—Balance plus deposits not credited on bank state-
ment:
4, Less Outstanding checks:

Check No. Amount Check No. Amount Check No. Amount

$ $ $
5. Adjusted bank balance, 19 $
6. Balance per books, 19 3
Summary

(1) A journal which is used for recording transactions of like nature
is called a Subsidiary Journal.

(2) A Cash Journa! is the subsidiary journal used to enter al] trans-
actions involving cash.

(3) A Bank Reconciliation is a comparison of the bank statement
and school district book balances; one should be made each month.
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CHAPTER Vil

Payroll Procedures

Two of the transactions in chapter V involve paying salaries to all
personnel of the school district. It should be noted that there is a
two week interval between these entries, and that there are 26 paydays
annually. Whether the employees are paid monthly, semimonthly,
or every two weeks, the same basic payroll procedures and methods
are used. Payroll journal entries such as those illustrated in chapter
V result from a payroll payment order or record. This is a work-
sheet which serves to bring together all of the information pertaining
to salary and deductions for each employee, and an example is shown
on page 157. More or fewer columns may be used according to the
need= of the individual school district.

There are many different Payroll Record formats that might be
used. A relatively small school district might list all employees
alphabetically in one Payroll Record, with an expenditure classifi-
cation summary to provide totals for the payroll journal entry.
Many school districts use one payroll for ceriificated personnel and
another for noncertificated personnel A large district might have a
section for each school in the district. In the example on page 157,
the Payroll Record is sectionalized, that is, there is a separate section
for each salary expenditure category. This format provides for
totals by expenditure classification as well as an overall expenditures
total.

The decision on whether one consolidated payroil record or several
more specialized ones wili be used depends on the number of em-
ployees and the number of different expenditure classifications,
whether or not all employees are on the same payroll cycle, and
whether it is desired to have individual expenditure classifications
for each separate school for comparative purposes. Whatever sub-
divisions are used, the totals of the various columns and sections
must be brought together into summary totals as shown on page 157.
These summary totals form the support for General Journal entries
such as No. 14 on page 71 of chapter V.

The Salaries Payable section of the payroll record provides for
recording preparation of paychecks for personnel whose salaries have
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Hypothetical School Distrnict = Payroll Record

(1) (@) @ (4) (5) (6) 7) @) © (10 (an  (2) (13) (14)
il 5 Bl s e BN IOl s s v v bl i
ADMINISTRATION:
Conrad, Kenneth Supt.f110] 542100 542100 64196139130[19]64] 71501 410}60]| 1649
White, Delores See, [110] 173]00 17300 1650
Total 110 715100
PRINCIPALS:
Cleveland, Harriet M. Pran. 211 368100 368100 361961251 80113]34} 7]150] 284140} 1651
Kitchens, Robert Prin. 210 402{00 402|100 For illustration, anly the flst Sine entry in 1652
Ciborn, Welter Padn. [2T 53[0 38300 e e 1653
Total 211 1,153{00 w’uuld bul nucfeuury}:u“cumph:te the deduc~
SUPERVISORS: tion section for each line entry.
Castillo, Louls A, Supv.l212 424100 424100 411461 29170115]37] 7}50f 329197] 1654
Spencer, John Supv. [212]  345[00 345(00 1655
Total 212 769100
TEACHERS:
Altman, Andrew A. Tehn. 213  298|00 298|100 30l 801 19]01f10180] 7|150] 229)89] 1656
Archer, Robert G. Tehn. 213 250{00 250] 00 1657
Bond, Beatrice S, Tehn P21 230100 230] 00 1658
Total 778|100
LIBRARIAN: 14 307]00 307] 00
[crers: [ kg 307fo0] | [ T T T sorfeol TTT T T [ |1 [ ]
[OTHER SALARIES: [ P1e| 288j00t | [ | [ T 2sfoof T T T T T T T 1 [ | J
[NUORsE: [ Bid 146]00] ] LT T T rsloof TTTTTT T | LI 1
[OPERATION OF PLANT: | f1d_769]00] [ T T T T ozeslool TTTTT T 1| |
TOTAL EXPEND|TURES 5,232{ 00 5,232100
SALARIES PAYABLE:
Aldinger, John B. Tehn 8/ 215]00 215180 22182|117120] 7179} 6]50 160169) 1659
Ardmare, Beverly C, Tehn IS/Pl 256100 256] 00 1660
i TOTAL SALARIES PAYABLE 14,22500]
% TOTAL DEDUCTIONS 4 NET PAY 195570072 851904 251480 00]15, 142| 20
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been charged to the previous year as explained on page 70, chapter V.
Note that, in column 3, S/P has been entered. This means
salaries payable; an expenditure account number is not entered
because the appropriate expenditure accounts were entered in June
when the salaries payable were “set up.”

Preparation of this Payroll Record is the first step in payroll
accounting. The employees are listed in alphabetical or other
predetermined order in the name of employee column, under each
classification, and their position is entered in the next column—
teacher, custodian, secretary. The number of the account to be
charged in the Appropriation and Expenditure Ledger is entered in
the expenditure classification column. The annual salary for each
employee is obtained from the contractual agreement between the
school board and each employee, a copy of which should be on file
in the business office. The annual salary divided by the number of
pay periods yields the period gross earnings (col. 4). If some
employees are paid on an hourly basis, the gross earnings may well

vary for each pay period and many of the deductions will have to be
recalculated each time.

Adjustments to gross salary

There may be additional salary payments due individuals for
services that are not included in their annual contract. Instructional
personnel are sometimes paid for extracurricular services on an “as
rendered”’ basis, particularly for coaching or other extra duties.
Noninstructional personnel usually are paid on an overtime basis for
such duties as opening a building at night for community programs
and special bus trips. These payments are entered as an addition in
the adjustment column and are coded to indicate the reason for the
payment.

There are also deductions that must be made from the gross salary,
representing services which were included in the annual contract but
which were not performed. Under circumstances determined by the
school board, both instructional and noninstructional personnel may
be granted personal leave without pay, or may use sick leave in
excess of the number of days to which they are entitled. These
amounts are entered as a deduction in the adjustment column and
are also coded to indicate the reason for the deduction. The ad-
Justed gross pay for this period is then entered in column 7.

Deductions from adjusted gross salary

The figure entered in the adjusted gross salary column is used as
the basis for calculating the deductions to be made for withholding
taxes and other similar items that are dependent on the actual
earnings of the individual. The more common of these deductions—
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Federal and State income tax, retirement, and social security—are
less subject to change by the employee because the rate of these
deductions is set by law. Of course, changes are occasionally neces-
sary when the number of exemptions claimed for income tax deduc-
tion purposes changes. An individual may also increase the amount
by agreement with the employer and a special entry on Federal
Form W-4, Employee’s Withholding Exemption Certificate. This
form provides the information needed to compute the income tax
deduction and is completed by the employee showing the exemptions
claimed. The Internal Revenue Service and others provide em-
ployers with tables which show how much must be withheld accord-
ing to the individual’s salary, number of exemptions claimed, and
additional voluntary deductions, if any. '

The number and purpose of other payroll deductions will vary from
district to district.

When possible, deductions should be computed and spread equally
over the pay periods of the year. Obviously, it is advantageous to
have the same deduction for each item each pay period, and as few
changes in the number of deductions as possible; therefore, changing
and/or adding voluntary deductions such as hospitalization, savings
bonds, or professional association dues might well be limited to
certain periods during the year, for example, semiannually or
quarterly. Generally, the school board approves the handling of
such voluntary deducti i hefore the finance officer can provide this
service. It is also good practice to require from the employee a
written authorization for voluntary deductions or for changes therein;
this provides an official record and might preclude later misunder-
standings.

Payment of amounts due

The net amount due to each individual is determined by subtract-
ing the total of the deductions shown in columns 9 through 12 from
the adjusted gross pay shown in column 7. This figure is then en-
tered in column 13 and the warrant or check is written to the em-
ployee for this amount. The check number is entered in column 14.

The total of each of columns 9 through 12 indicates the amount
that should be remitted to the agency for whom the deduction was
made for this payroll. In the illustration shown on page 157, for
example, the amount of $1,955.70 should be remitted to the Internal
Revenue Service and $972.85 to the retirement system, and so on.
The method of journalizing these amounts is illustrated in chapter V.
To prevent incurring penally or interest charges, the finance officer
needs to be thoroughly familiar with remittance date requirements of
the Internal Revenue Service and other agencies.

On page 73, chapter V, the second entry on July 14 involves
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liquidating encumbrances for the July 14 payroll. The entire fiscal
yeer payroll was encumbered in the first journal entry on page 63,
chapter V. With each succeeding payroll, a similar entry will be
made to liquidate the amount of the encumbrance that has become
an expenditure. This is consistent with the handling of items
purchased: when the bill is paid, the expenditure is recorded and the
encumbrance is liquidated.

The reason for encumbering the entire fiscal year payroll and not,
for example, Teaching Supplies, is that the payroll includes the total
of all salary contracts, each of which is a contractual obligation.
Therefore, this total is a definite amount, and, if there are no resigna-
tions or additional personnel hired, agrees exactly with the amount
actually expended for the year for salaries. The amount to be
expended for Teaching Supplies, however, like that in most other
expenditure categories, is not nearly as ascertaineble and thus
should not be encumbered for an entire year.

It might be well to review again the reason for the encumbrance
procedure. Essentially, encumbrances serve to commit funds.
When the amount of committed funds is added to actual amounts
expended and the sum subtracted from the budget appropriation,
the yield is the amount of uncommitted funds. Thus, the financial
picture is complete. If entries were not made for commitments, the
school district would, at best, have only a rough estimate of the
amount of its uncommitted funds.

To facilitate the payroll encumbrance and liquidation, at the
beginning of the fiscal year a summary such as that illustrated on
page 161 is prepared. The basic requirements of this summary are
to provide (a) a complete accounting for all personnel whose salaries
should be encumbered, (b) a grouping of these salaries to show
periodic and annual salary totals by budgeting classifications, and
(c) a record of changes in personnel and salaries. The Payroll
Encumbrance summary illustrates the adjustments in encumbrances
totals including the resignation of Miss Jane Jones on the 24th and
the signing of a new contract with Miss Mary Moore on the 27th.

The relationship between the Encumbrance Summary, the
Payroll Record on page 157 of this chapter, and the July 14 journal
entry on page 71, chapter V, should be identified. It should be
noted that the same amount appears for each expenditure classification.
For instance, $715 is shown in all three for account No. 110, Ad-
ministration. As mentioned previously, the Payroll Record serves
as the source for the journal entry recording the payroll expenditure.
This journal entry is then automatically followed (see p. 73, chapter V)
by the journal entry liquidating the encumbrances for the exact
amount of the expenditures. By referring to the Total Encumbered
line in the Encumbrance Summary, and comparing the entry in the
biweekly column for each expenditure classification with the cor-
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dated can be verified.
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Individual earnings record

An Individual Earnings Record is required to report income for
Federal income tax and other purposes. .It usually is arranged to
parallel the payroll form, and is similar to the one illustrated on
page 163. It is customary to use column footings to show the re-
quired totals on hand-posted records, and to use separate ‘“Year to
Date”’ columns in machine accounting. Usually the heading of the
Individual Earnings Record provides spaces for recording all of the
information needed to calculate the gross pay for the individual.

When the Individual Earnings Record is used to prepare the basic
payroll document each month, or when the payroll is based on
““exceptions” (reporting changes only), a ‘“Standard Entry’’ line is
frequently included on the earnings record. This procedure elim-
inates the necessity for retyping unchanged figures each month.
The figures are entered when the contract has been signed and the
standard deductions are determined. From that point on, it is
necessary only to use the same amounts each month unless an excep-
tion, such as a change in salary rate or a change in deduction(s), is
authorized.

In the illustration on page 163, the salary placement is shown as
ITI-5. The roman numerals indicate the academic level achieved
such as I—bachelor’s degree, II—master’s degree, II—master’s
degree plvs 15 semester-hours, IV—doctor’s degree. The arabic
numerals represent the number of years of experience recognized by
the district for salary purposes. The contract period may be shown
in this district either as 10, 11, or 12, depending on the number of
months’ work required by the employee’s contract. The amount
to be deducted per day for excess sick or personal leave is usually
calculated and entered. The other spaces on the form are completed
as indicated and are self-explanatory. The additional pay rate is
usually shown on a per hour or per day basis for noncertificated
employees. The Finance Officer generally needs only such infor-
mation as is shown in our example, but may add more if the form is
to be used as a personnel record. Completion of all individual
earnings records is the last step in the payroll process for a given
pay period.

The earnings record is footed periodically to prove the accuracy
of the postings and official totals are usually taken at the end of the
fiscal year and at the end of the calendar year. Fiscal year totals
are usually required in connection with the annual audit to prove the
accuracy of the amount paid as compared with the contracts. Cal-
endar year totals are required for reporting withholding tax or social
security information to the Federal, State, or other agencies involved.
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SUMMARY

(1) A Payroll Record is a worksheet which includes all of the infor-
mation pertaining to salary and deductions for each employee.

(2) A complete accounting for all personnel having salaries to be
encumbered, a grouping of these salaries to provide periodic and
annual salary totals by budgeting classifications, and provisions for
recording changes in personnel and salaries are included in the
Payroll Encumbrance Biweekly and Annual Summary.

(3) The Individual Earnings Record is maintained to keep a record
of each employee’s earnings and withholdings.
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CHAPTER IX

Cafeteria Fund Accounting

One of the many responsibilities in the administration of a school
district is the management of the school lunch and food service
program.

The management of the food services program requires that
records be kept of all financial transactions. Since the school
district receives revenues for the operation of the food service from
such sources as sales to pupils and teachers, and reimbursement
from Federal, State, and sometimes local sources, a special fund is
recommended with separate self-balancing accounts to give better
financial control and a clearer presentation of revenues and expendi-
tures. Recording these specialized transactions in a separate fund,
often called the Cafeteria Fund, helps the school administration to
analyze the operation and determine the cost of food services.

The principles, procedures, and practices are basically the same
as those illustrated in previous chapters for the General Fund.
One notable addition is a report or financial statement called the
“Profit and Loss Statement” (sometimes called the “Revenue and
Expenditure Statement’’ or the P. & L. Statement) which is illustrated
later in this chapter.

The periodical inventory method

Most school food service operations use what is known as the
periodical inventory method. An end-of-accounting-period in-
ventory is determined by counting and listing all food and other
supplies on hand for processing and resale the following month,
and pricing those items in terms of cost. This procedure is called
“taking a physical inventory.”

The inventory thus determined is shown in the balance sheet as
an asset. The bookkeeping procedure in the periodical inventory
method requires the keeping of an Inventory account which will
have a debit balance at the beginning of the month of

Inventory
10/1 6, 000|. ...
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and the Purchases account will have a zero balance at the beginning
of the month:
Purchases
10/1 ___|._-.

In the periodical inventory method no entry is made to the
inventory account during the month. Entries are made at the end
of the month to clear off the balance of the beginning inventory,
and a separate entry is made to record the new ‘“‘end-of-the-month”
inventory amount. Throughout the month purchases are debited
to the Purchases account, and this account is closed each month in
the same manner as all other expense accounts are.

The financial transactions may be recorded in a separate General
Journal as illustrated previously for the General Fund. Often a
specifically designed set of books of original entry is used in a food
service operation.

Recording the original assets and liabilities, the estimated budget
for the year’s operation, the receipt of the daily revenue from the
school cafeterias as well as Federal and State subsidies, purchases,
payroll, and all other routine transactions is done in the same
manner as previously discussed. A repetition of a series of such
transactions involving all the individual accounts will not be made
at this point. Instead it will be assumed that the last day of the
month has arrived and the final balances in the individual accounts
will be used to prepare the monthly closing statements.

The trial balance

The Trial Balance shown below reflects the balances of the indi-
vidual accounts, without any adjustments, at the end of the month.

HYPOTHETICAL SCHOOL DISTRICT
CAFETERIA FUND
TRIAL BALANCE (BEFORE ADJUSTMENTS)
October 31, 1966

Cash: Debit. Credit

In Bank. . oo e $1, 950

Cashiers Change. .. ..o e 200

Petty Cash. . e 50
Accounts Receivable:

Federal Platter Reimbursement. __ _ . ___._._. 500

State Milk Reimbursement_ . .. il e
Food and Supply Inventory—October 1, 1966 _ . _ ... ... 6, 000
Accounts Payable. .. .o $4, 800
Fund Balance—October 1, 1966._. .. .. s 3, 500
Revenue:

Sale of Lunches. _..._.. e e ——— 30, 000

Federal Platter Reimbursement_ _ ... __.__. 300

State Milk Reimbursement . _ ... ... 700
Food and Supply Purchases. . - .o 17,100
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Debit, ~ Cradit

Freight and Cartage. . -« -« $100
LabOr . e ——————— 9, 600
P Payroll Overhead. . - - oo e 1, 006
' Equipment Maintenanee - - - - - ccvvcmmmcmc e e 200
Miscellaneous EXPense. .. cccvecrvmcc e 2, 600

¥ $39, 300 $39, 300
Periodical inventory method—working papers

On the next several pages are the various stages of working papers
for closing the accounts and developing the financial reports at the
end of an accounting period. Observe the following features in the
& working papers:

i (1) The first papers carry the final balance previously shown.

(2) The column heading Profit and Loss has been used in place
of Revenue antl Expense. Either terminology is considered
acceptable.

(3) Columns for the adjusted trial balance have been omitted.
Many accountants prefer to extend the trial balance amounts,
as adjusted by the data in the adjustments column, directly to
the statement (profit and loss and balance sheet) columns.

(4) All the accounts in the ledger except the Profit and Loss
account have been listed in the trial balance, including accounts
which have no balance when the trial balance is prepared.
Tn the ledger of an established school district fund, there may be
several accounts that normally have no balances when the trial
, balance is prepared but acquire balances from the adjusting
f entries. In a Cafeteria Fund, Federal or State reimbursement
accounts are an example. As platter or milk count totals are
determined at the end of the month, the applications for re-
imbursements are filed and thereby create accounts receivable.
i The reader may find it desirable to list such “no balance”
accounts in the statement order in the trial balance of the work-
! ing papers; this procedure, by avoiding the addition of account
titles below the trial balance, produces working-paper informa-
tion more nearly in statement order.

Stage 1. The working paper identified as stage 1 shows the con-
dition of the papers after the following steps have been taken:

|
!
f | (1) all working paper headings are entered,
} i (2) the trial balance is entered,

(3) the adjustments are entered.
' The journal entry for the adjustment shown in stage 1 is as follows:




GENERAL JOURNAL

CAFETERIA FUND Page 2
DATE ACCOUNT TITLE AND EXPLANATION e i Py
0&?631 Accounts Receivablo-State Milk Reimbursement] 200} 00
Revenue - State MiLR Roimbursement 200100
To_necord milk neimbunsement due from
Siate for week .of (Oct. 25-31, 1966

Stage 2. The working paper identified as stage 2 shows how it
appears aiter the completion of the following additional steps:

(1) The balances in the Invertory (beginning) and Purchases
accounts appearing in the trial balance have been extended to
the profit and loss debit column. The sum of these two debits
($6,000--$16,100-=$22,100) $22,100, is the cost of goods whick
were available for processing or resale during the month;

(2) The ending inventory, $6,400, which does not appear in the
trial balance, has been entered in the working papers in two
places;

(a) in the profit and loss column, because it will appear in
the profit and loss statement as an element of the compu-
tation of the cost of goods sold; it is entered in the credit
column because it is a deduction from the opening inventory
and purchases, which are debits. The profit and loss columns
now have a debit balance of $16,800, the cost of goods sold;

(b) in the balance sheat debit column, because the ending
inventory will be shown in the balance sheet as an asset.

Stage 3. 'The working paper identified as stage 3 shows the com-
pletion of papers after the following steps:

(1) All trial balance column and adjustment column figures
have besn transferred to their proper places in the profit and
loss columns, the fund balance columns, and the balance sheet
columns;

(2) The net revenue balancing figure on the debit side of the
profit and loss columns is balanced by a credit entry in the fund
balance columns;

(3) The sum of the credit balances of the fund balance at the
beginning of the period plus the net revenue credit amount are
balanced in the fund balance columns by a debit entry which
requires a credit entry on the balance sheet to show the fund
balance as of October 31 for the end of the accounting period.

Many school districts receive donated food commodities for use
in the school lunch program. Such commodities are usually made
available by the U.S. Department of Agriculture. Usually the only
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costs to the school district are freight, delivery, and storage. The
receipt of these commodities is not recorded as income; however, an
entry, based on current market prices, should be made to show
acquisition and valuation of the donated assets (debit the Donated
Inventory account and credit the Fund Balance account). This
valuation would be used for balance sheet and inventory purposes.
An inventory of surplus commodities is required and is kept separate
from the purchased inventory.

Closing entries

The closing entries under the periodical inventory method are
shown below. Observe that, in these entries, the beginning
inventory is removed from the Inventory account by a credit, and
the ending inventory is debited to the Inventory account.

GENERAL JOURNAL
CAFETERTA FUND Page 2
DATE ACCOUNT TITLE AND EXPLANATION P N Priren
Oc,‘%[.7 31 ] Revenue 31,200)00
| tnventony - Oct. 31, 1966 6,400{00
Profit and Loss 37,600 100
To close the Revenue account and set
up the ending dnventory.
31 | Profdt and Loss 36,600]00
Tnventory - Oct. 1, 1966 6,000 (00
food and Supply Punchasesd 17,100 100
Eneight and Cantage 100 100
Labor 9,600 |00
Paynoll Ovenhead 1,000 100
Equipment Maintenance 200 |00
Misceflaneous Expense 2,600100
To close the expense accounts and
nemove the begimning dnventony from
the Inventony account,
31 Profdt and Loss 1,000f00
Fund Bafance 1,600 {00
To close the Progit and Loss accound,

After the above entries are posted, the Inventory account and the

Profit and Loss account will appear as follows:

Inventory

1¢/1 6, 000 |---
10/31 6,000 |.--

10/31 6,400 |- _.




Profit and Loss

37,600 |-..
1,000 |- .

36, 600 |-..

10/31
10/31
10/31
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Hypothetical School District, Cafeteria Fund STAGE 2

Wonking Papens
Forn the Month of Octoben, 1965

0Li

Trial Balance Adﬁwnenu Progdit & Loss | Fund Balance | Balance Sheet

Cash:
In Bank 1,950

Cashiens Change 200
Petly Cash 50

Accounts Recelvable:

Fedenal neimounsement 500
State MLLR neimbursement -- 200{a)
Food & Supply Inventony-0ct,1,1964 6,000 6,000
Accounts Payable 4,800
Fund Balance - Oct. 1, 1966 3,500

Revenue:
" Sale 0f Lunched 30,000

Federal neimbunsement 300

State MiLk Reimbursement 700 200(a)
Food & Supply Purchades 17,100 17,700
Fredight & Cartage 100 100
[Labon 9,600
Paynofd Overhead 1,000
Equipmen/ Maintenance 200
Miscellaneous Expense 2,600
9,300[39,300] 200 200
Food & Supply Inventonry-0Oct,1,1966 6,400 6,400

{a) To recond adjustment of
accrued revenue oin State MiLk
Reimb fon week of Oct.25-31,1966
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Hypotheticak School District, Cageteria Fund

STAGE 3

Wonking Papens

Fon the Month of October, 1966

Trial Balance Adjustments | Profit & Loss | Fund Balance Balance Sheet
Cash:
Tn Bank 7,950 1,950
Cashiens Change 200 200
Petty Cash 50 50
Accounts Recedlvable:
™ Federal Relmbursement 500 500
State Milh Redmbursament -- 200{a) 200
Food & Supply Tnventory-Oct.1,1964 6,000 6,000
Accounts Payable 4,800 4,800
Fund Balance ~ Oot., 1, 1966 3,500 3,500
Revenue:
Sake of Lunches 30,000 30,000
Fedenal Redmbursement 300 300
State MiLk Reimbunsement 700 200{a) 900
Food § Supply Purchases 17,100 17,700
Fredght & Cantage 100 100
Labor 9,600 9,600
Paynokl Overhead 1,000 1,000
Equdpment Maintenance 200 200
Miscellaneous Expense 2,600 2,600
39,300 | 39,300 200 700
Food & Supply Tnventory-0ct. 31,1966 6,400 6,400
Net Tncome for Month of Oct,, 1966 1,000 1,000
37,600 | 37,600
und Balance - Oct. 31, 1966 4,500 4,500
3,500 | 4,500 | 9,300 | 9,300
(@) To necond the adjustment of accrued nevenue on State Mikk Redmburnsement fon week of Oct, 25-31, 1966,




Taking the figures from the working papers, the financial state-
ment called the Profit and Loss Statement would then appear as

follows:
HYPOTHETICAL SCHOOL DISTRICT
CAFETERIA FUND
STATEMENT OF PRroFIT AND Loss
FOR THE MONTH OF OcToBER 1966
Revenue:
Sale of Lunches. .- o o e
Federal Reimbursement.__ .. ..
State Milk Reimbursement. ... ___._._._.
Deduct Cost of Food Sold:
Beginning Inventory October 1, 1966 ... ... ._..
Food and Supply Purchases_ - oo
Freight and Cartage_ . - - - - oo

Cost of Food and Supplies Available for sale......
Less Ending Inventory October 31, 1966_ ... ... ..

Cost of Food Sold . - oo

Payroll Overhead.. . - - - - oo
Equipment Maintenanee. .- - .o
Miscellaneous Expense_. . o oo

Total Operating Expense_ . oo

Net Income for Month of October 1966 _ ... _ ... _. ...
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$30, 000
300
900

$6, 000
17,100
100

$23, 200
6, 400

- -

________

$31, 200

16, 800

$14, 400

13, 400

$1, 000
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Again taking the figures from the working papers, the Balance
Sheet for October 31, 1966, would appear as follows:
HYPOTHETICAL SCHOOL DISTRICT
BALANCE SHEET
CAFETERIA FUND
October 31, 1966

Current, Assets: Current Liabilities:

Cash_ ... ... $2, 200 Accounts Payable......_. $4, 800
Accounts Receivable: Fund Balance..... .. _.-__._. 4, 500
Federal __._.__.___ 500 -~
State. ..o 200
Food and Supply
Inventory__._._._...._. 6, 400
$9, 300 $9, 300

et Sttt et

In summary, the financial transactions for a Cafeteria Fund may
be kept, using the same principles, procedures, and practices as
were used for the General Fund. The addition of the Profit and
Loss Statement is an essential management tool alerting the school
food service director and the school administrator to any situation
where expenses start to exceed revenues, allowing them to take the
necessary corrective action.

Summary

Cafeteria Fund accounting differs from other public school ac-
counting in that (1) the statement relating to revenue and expendi-
tures is called the Profit and Loss Statement. (2) sales (of school
lunches) are major sources of revenue; and (3) a monthly (periodic)
inventory is required. However, the same principles apply to
Cafeteria Fund accounting as apply to the General Fund.
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CHAPTER X

Debt Service Accounting

Most school districts, like most individuals, find it necessary
to borrow moaney when building new facilities. An individual
usually signs a ‘“‘mortgage,” but a school district customarily
sells “bonds” or “revenue certificates.”

A mortgage is an agreement entered into between the party bor-
rowing the money and the lender, whereby the borrower’s interest
in the property is transferred to the lender for the purpose of creating
a security for the debt. If the debt is not paid, the lender can,
through proper legal procedures, have the property sold and the
proceeds used to repay the amount owed. Because the market for
school buildings is small, and since the school district usually needs,
in addition to the construction cost of the building, money for
furnishing, equipping, grading, paving, etc., mortgages are not
normally used in public school financing.

A bond is simply a promise to pay. Its only value is based on the
integrity of the school district and on the security of the sources of
income from which the school district plans to repay. The charge the
lender makes for the use of the money (interest) is determined by
his opinion of those two factors and also by other opportunities to
invest money (the conditions of the bond market, for instance).

Bonds may be divided into two broad categories on the basis of
the source of revenue used for repayment. If the payment is to
come only from income produced by the building, the term “revenue
certificates” is generally used. This type of financing might be
used in connection with a stadium where admission will be charged
or for a dormitory where rent will be collected from the occupants.
It is not usually used in connection with school buildings; however,
in a few cases some other agency erects the building and then rents
or leases the building to the school district. The other agency
could finance the construction with revenue certificates, but the
only obligation the school district would have would be the payment
of rent.

The type of bond most frequently issued by school districts de-
pends on the income from a tax levy for the money to pay the
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obligation. This is called a “full faith and credit” bond (usually
called a bond) because the taxpayers of the district have, generally
by an election, agreed to assume the obligation and to pay the
taxes necessary to meet the payments as they come due. The
holder of the bond can therefore rely on the full faith and credit
of the entire district to pay the obligation.

Bonds may also be characterized by the way in which payments
are to be made. If payments must be made only to the recorded
owner of the bond, they are called ‘‘registered bonds” since the
name of the owner is recorded in a register kept for that purpose.
If payment is made to the person holding the bond (without the
district having to determine how he got possession), they are known
as “bearer bonds.” Bonds can be registered by both payment of
interest and payment of principal or registered by the payment
of principal only, with the interest paid to the holder. Where the
interest is to be paid to the holder, coupons are printed as a part
of the bond document. Each coupon represents the interest due
on that particular bond for a certain specific period of time. The
school district is required to pay the interest represented by the
coupon to anyone who properly presents it for payment.

Bonds may also be classified as “callable’” or ‘“noncallable”
depending on whether or not they can be paid before maturity.

With this background in mind, let us look at the problems which
the finance officer of the school district will face in setting up the
bank accounts and the necessary financial records to properly record
the transactions which will take place during the life of the bond issue.
Since some of these problems can be eased or made more burdensome
depending on the wording of the bond resolution, it is usually advisa-
ble for both the school district attorney drawing the bond resolution
and the school finance officer to be familiar with the accounting
problems and procedures involved.

Only in very small bond issues where all the bonds are to be sold
locally does the school district ever make a direct payment to the
holder of the bond. It can, of course, be done, and the bond resolu-
tion usually states that it can be done. In practically all issues,
however, a bank is designated as the “paying agent.” It may be a
local bank or a commercial bank located in one of the major cities.
The name and address of the paying agent is printed on the bond
and on each coupon, and the paying agent, for a fee, makes the
individual payments through regular banking channels. The
school district sends its check to the paying agent for the total
amount due far enough in advance to permit the check to clear before
the bonds or coupons are actually due for payment. The paying
agent reports to the school district periodically the amount of money
received, the bonds and coupons paid, and the balance on hand.
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The paying agent will also take over the duty of registering the
owner, destroying the paid bonds and coupons, and preparing and
certifying a “cremation certificate’” showing what items have been
paid and destroyed, or returning the paid bonds and coupons to the
school district.

In this last discussion there has been no mention of accounting
forms. This has been done deliberately to emphasize the role of the
paying agent and to point out the disadvantages when the school
district serves as its own paying agent. When a bank acts as paying
agent, it serves in a trust capacity. The school district has met its
obligation when it remits the total amount due prior to the maturity
date; it can record the entire transaction as a payment of interest or
as a retirement of the debt, whichever is appropriate. If the holder
of the bonds or the interest coupons does not present them promptly
for payment (and it is by no means rare for some to be presented a
year or more late) there are no additional entries to be made in the
district’s accounts, and, even more important, the reputation of the
school district for meeting its obligations when due is protected.
Such a reputation is a major factor in the ability of a school district
to sell additional bond issues at a reasonable interest rate.

Bonds are usually sold and delivered after the date interest begins,
and accrued interest must be taken into account. If $100,000 of
4-percent bonds were sold at par plus accrued interest a month after
the date of the issue, the entry in the district’s records would be:

Aprill Cash. oo $100, 333. 33
Bonds Authorized. ... oL $100, 000. 00
Bond Interest Expense. ... oo oo .. 333. 33

Sold $100,000 worth of 4-percent bonds dated
March 1, at 100 (par) plus accrued interest.

The accrued interest will be used to aid in meeting the first interest
maturity that comes due.

Bonds may not, however, always be sold at face value (par).
There are many reasons why a buyer may be willing to pay more
(premium) than the face value. For example, the interest being
offered may be considerably more than the investor can get else-
where, or the premium may be used to adjust the net interest cost
over the life of the bond to a fractional amount that would be im-
practical to pay in annual or semiannual installments. For example,
4-percent interest payable semiannually works out to $20 per
thousand dollar bond in each payment. A net interest of 3.83 percent
might be the best bid. Such a rate could, however, cause complica-
tions in calculating the individual interest payments. Paying a
premium on the purchase of the bond would, however, have the
same result. If the bonds were sold at a premium, the entry would be:
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April1 Casho ... $104, 333.33

Bonds Authorized.. ..o $1.00, 000.00
Bond Interest Expense. .o 333.33
Premium on Bonds Payable_ ..o _.___ 4, 000,00

Sold $100,000 worth of 4-percent bonds dated
March 1, at 104 plus accrued intzrest.

The accrued interest and bond premium should be absorbed in the
first bond interest payment,

In many school districts the law or regulations require that the
bond proceeds used for construction be in an entirely separate fund
from those used for the payment of interest or principal. This is
sound financial practice. The amount of the accrued interest and
premium should, therefore, be transferred to the appropriate Debt
Service Fund as soon as it is received.

The following problem has, however, been chosen deliberately
to illustrate a wide variety of transactions. Please understand that
modifications may be necessary to meet the legal requirements of
any given school district.

Example:

The school district validates $100,000 worth of serial bonds on
February 1, and sells them on March 1 for 4 percent at 101 plus accrued
interest. The bonds are dated March 1, but are not delivered
until March 15, and cash is received at that time. The laws and
regulations, as well as the bond resolution, require that the district
maintain a Debt Service Fund for the payment of interest and
principal. The bonds are not registered, interest is payable semi-
annually, and the paying agent is the Ultimate National Bank of
New York. The principal is to be paid off in 20 years.

The journal entries covering the receipt of the bond proceeds and
setting up the appropriation in the Bond Construction Fund are
included in chapter XI. This example will start with the receipt
of cash representing the premium and accrued interest.

The journal entries from March 15, through the following June
30 (the end of the next fiscal year), in the Debt Service Fund should
be carefully studied in connection with the outline of the provisions
given above. Certain transactions, such as the receipt of tax
revenue, are assumed to take place on the dates specified. The
posting of the ledger accounts is illustrated, but appropriate trial
balances as of June 30 should be prepared for both the first fiscal
year and the second fiscal year prior to the posting of the closing
entries for the second fiscal year. After the closing entries have
been made, a closing statement of Assets and Liabilities and Revenue
and Expenses should also be prepared. Refer to chapter VI if any
of these entries are not understood.
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GENERAL JOURNAL

DEBT SERVICE FUND Page ..
DATE ACCOUNT TITLE AND EXPLANATION PORT l v T
el 15 Cash 1501 1,166 167
Bond Intenest Expense 2051 1,166 87
To necond thansder of premium and
accrued intenest necedved on sale of
bonds gnom Bond Construction Fund,
Boand Resofution #16, dated Manch 1,
states that the Boand will accumulate
a_nesenve equal Zo two yeans principad
hequinements 1o phovide fon
SI. contingencies,
 Manoh 15| Amount needed jon Retinement of Bonds 1630 100,000 100
Bonds Payable 1640 100,000 o
To s¢t up Liability in Debt Service
Fund fon bonds s0ld.

The entries to set up the books for the next fiscal year, beginning

July 1

, would be as follows:

GENERAL JOURNAL
DEBT SERVICE FUND Page 1 . _
DATE ACCOUNT TITLE AND EXPLANATION Z?;T AggﬂLT f&gﬂ{\”
1967
Juby 1| Eatdimated Revenue 2020 13,000100
Fund Balance 2010 13,000
To necord and establish the Estimated
Revenue Swmmany accqunt in the Gen-
eral ledgen fon the approved Debt
Service Fund budget fox the 4iscal
yean 1967 to 1968, Detalled break-
down of Estimated Revenue £A as
doLLows :
Acet, ¥ Tithe Amount
11 Taxes 12,000 | 11
14 Othen Local Revenue 1,000 14




GE#ERAL JOURNAL

DEBT SERVICE FUND Page 2.
DATE ACCOUNT TITLE AND EXPLANATION POST1 amount P
g7
Juby 1 Fund Bafance 2010 £,000 100
Appropriations 2040 8,000 00

To necond and establish the Approphi-
ations conthof account in the General
Ledgex fon the approved Intenest and
Sinking Fund Budget fon the fiscal
vean 1967 to 1968, Detaifed breakdow
of approprictions 4& as fofLows:

Acct.f Title Amount
1310 Debt Senvice - Principal 5,000 1310
1320 Debit Service - Intenest 2,900 | 1320 J

1330 Debt Service - Othen Changes 100 | 1330

1_{Fund Bafance 2010 5,000 0
Requined sinking fund contribution-1st yearl 2013 c 0oolg

To necond providing the nrequined re-
senve acconding to terms of Boand

nosofution.
Aug. 1 |Cash 1501 4,395 bo
Revenue 2030 4,395
To necond neceipi of taxes from Tax
Collecton A
10 |Expenditure 2050 §33 B3 ‘ :
Bond Intenest Expense 2051 §3313
To necond Intenest expense against
APPROPRABLLONS .
10 {Bond Intenest Expense 2051 2,000 po
Cash 1501 2,00010

To_nozond payment of coupon # 1 due
9/1 to_paying agent,
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: GENERAL JOURNAL
. DEBT SERVICE FUND Page.3
l DATE ACCOUNT TITLE AND EXPLANATION ’;?:T Aﬁgﬂlﬁ ,SNR,EODJLT
ll ggﬁ. 1 | Cash 1501 6,185 100 -
l ' Revenue 2030 4,185 0 ,
' ' To necond neceipt of taxes from Tax *
} ‘ Collecton, i
1
Oct, 1| Cash 1501 1,214 100
Revenue 2030 1,214 po
To necond necedipt of taxes (8214} 4n
Tax Coflector and ($1,000) contribu-
tion grhom General Fund,
15| Expenditunes 2050 5100
__Paying Agents chanrges 052 5 {o
Ta necond paying ageuts changes of
j 405 pen coupon fon paying coupon ¥ 1.
! ALL coupons retumned.
15| Paying Agents Changes 2052 5 o
N Cash 1501 5
! _To necond paygment to paying agent.
| !
i | Nov. 1 |Cash 501 515 o
- Revenug 2030 __ 515 00
| To necond necedipt of taxes from Tax
] Collecton,
ITZlélf 1 |Cash 1501 520 pao
Revenue 2030 520 @0
1 To recond recelpt of taxea from Tax
Collecton,
_Feb, ' {Cash 501 121 po
Revenue 2030 121 §0
To necond §4inal neceipt of taxes on
1967 nofl {rom Tax Coflecton
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3 GENERAL JOURNAL
i DEBT SERVICE FUND Page 4
|
, DATE ACCOUNT TITLE AND EXPLANATION e Ao rivi
,l ’ng 10| Bonds Payable 1640 5,000 {00 )
! Matuned Bonds 1641 5,000 Do |
! To recond matuning of Bonds #1-5 due ‘
i 3/1/68,
i
11] Expenditunes 2050 5,000 100
Amount peeded fon Retinement of Bonds | 1630 5,000 po
To necond charging appropnintions with
i payment o4 Bonds # 1-5,
: 11] Expenditunes 2050 2,000 j00
Bond Intenest Expense 2051 2,000 po
To recond intenest expense against
appropriations ,
12] Matured Bonds 1641 5,000 {00
Bond Interest Expense 2051 2,000 |o¢
Cash 1501 7,000 po
To hecond trhansmittal of funds to pay-
4ing agent fon coupon ¥ 2 frnom Bonds
] 1-100 and Prineipal of Bonds 1-5 afl,
¥ due 3/1/68,
March 1 | Requined Sinking Fund Contribution 2013 5,000 {00
Resenve Fund ) 2014 5,000 po
q To recond thansfer of 144 of two an-
nual installments to Reserve Fund,
! 3 | Inveatments 1550 4,000 (00
| Accrued Intenest Punchased 1531 40 [00
’ Cash 1501 4,040 90
. To necord purchase of STSD #6 4% Bon
dated 1/1/55, at par plus accrued in-
Lenest, Bonds #151/155 g8 Investment,
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GENERAL JOURNAL

’ DEBT SERVICE FUND Page.5
|
DATE ACCOUNT TITLE AND EXPLANATION PETL v T
! 11
] June. 1 nditunes 2050 10100
g Paying Agents Changes 2052 10 oo
1 To necond paying agents charges of
! ‘ $1,00 per bond and .05 pen coupon.
| i Bonds 1/5 netunned and afP coupons
t #2,
I 1| Paying Agents Changes 2052 10 }00
i Cash 1501 10 Yo
5 To necond paument £0 paying agent,
!
{ CLosing Entries
' 30 | Fund Bakance 2010 50 }00
Revenue 2030 12,950 100
Estimated Revenuye 2020 13,000 Y0
To close Revenue and Estimated
Revenue to Fund Balance,
30 | Appropriations 2040 8,000 {00
Fund Bafance 2010 151 K7
i Expenditunes 2050 7,848
{ To close Expendituncs and Appropria~
tions to Fund Bafeuce.
1
‘ 1
!
1
1
i
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GENERAL LEDGER
DEBT SERVICE FUND Page __]
Account _Cash Account # _1501
DATE | EXPLANATION PROEf;T A,&éﬂLT DATE | EXPLANATION "R°E§T Achfé%'g“
196 96
Man J15 DSl 7,766 7 lAug.|10 PSJ7 2,000 00
Augl 1 D12 4,395 polpes.lis 0873 5 po
Sepd 1 Ds13 6,185 po [Fe852 0874 7,000
Octl 1 pS13 1,214 {an.d 3 0814 4¢IMO
A,lgg 1 DS13 515 00 (June] 1 DSJ4 10 00
Jan} 1 DSJ3 520 po
Febd 1 DSJ13 121 po
GENERAL LEDGER
DEBT SERVICE FUND Page 1
Account _Accaued Tntenest Punchased Account # _1531
POST DEBIT pOST CREDIT
DATE |  EXPLANATION {02 e DATE | EXPLANATION |fCs! Jrivril
loe¥ 5 0314 40l00]
GENERAL LEDGER
DEBT SERVICE FUND Page _L_
Account _ Investments Account ¥ 1550
pOST DEBIT POST CREDIT
patE | ExpLanaTioN | POPT e DATE | ExpLANATION |T22! i
}{(Zﬁ 3 DS14 4,00
GENERAL LEDGER
Amount needed é‘m DEBT SERVICE FUND Page 1.
Account R ni onds Account ¥ _1630
DATE | EXPLANATION PROEE AA%%LT DATE | EXPLANATION PROEiT ACMRE%',L]
HURE
J 14 pSJ! 160,000 Oo%]Feb. 11 DSJ4 5,000]04
GENERAL LEDGER
DEBT SERVICE FUND Page L.
Account _Bondé Payabfe Account f _1640
DATE | EXPLANATION "ROEE i DATE | ExpLanaTION |08 Rl
lZﬁ?! 10 14 5,000 0dfids’] 15 psy1l  100,000]0
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GENERAL LEDGER
DEBT SERVICE FUND Page .1
Account _Matuned Bonda Account f 1641
POST DEBIT . POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EAPLANATION REF., AMOUNT
Z_gf 12 S 74 5;000 0 -0g.8 10 DS 14 5,000
GENERAL LEDGER
DEBT SERVTCE FUND Page .1 .
Account _Fund Balance Account ¥ 2010
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
7
’Zﬁu 1 .12 8:000 0 327 1 DSI1 13,000
o 312 5000 0alidbel 30 D875 151
unel 30 8715 9
GENERAL LEDGER
Requined Sinhing DEBT SERVICE FUND Page 1
Account _Fund | (butd Account ¥ _2013
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF, AMOUNT
G6%
an/l. 1 PsS14 5,000% yl 1 pSI1Z 5,000
GENERAL LEDGER
DEBT SERVICE FUND Page _1 .
Accouni _Reagnave Fund Account ¥ 2014
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
25814 0314 5,000
|
GENERAL LEDGER
DEBT SERVICE FUND Page __ 1.
Account _EAtimated Revenue .. Account ¥ 2020
POST DEBIT POST CREDIT
paTe | ExeLaNATION R RSN DATE | EXPLANATION |2 | AMOUNT
67 96
ubid 1 DS11 13'000 f 2130 DS T5 13'000 i}
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GENERAL LEDGER
DEBT SERVICE FUND Page _1__
Account _Revenue Account # _2030
M
POST DEBIT ; . POST CREDIT
DATE EXPLANATION REF, AMOUNT | DATE EXPLANATION REE, AMOUNT
e
ol 0 ps1d _12,950| 0ug | 1 0812 4,3950
ept] 1 DSJ3 6,185|0
Al D13 1,214
10u§ 1 PS13 5158140
Igﬁ 1 pS13 52010
ob.l1 DS13 121
GENERAL LEDGER
DEBT SERVICE FUND Page __1__.
Account _Appropriotions Account # 2040
POST DEBIT POST CREDIT
DATE EXPLANATION Rep AMOUNT DATE | EXPLANATION |'or2’ AMOUNT
,933 967
Junl 3 S1h KA'_DDD i) “'qulj 1 D12 2'000 Ji]
GENERAL LEDGER
DEBT SERVICE FUND Page 1
Account Expendituncs Account ¥ _2050
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
12871 10 psJ2 533 330008) 30 DS 7,848)33
'C/t. 15 083 5100
AMBT ps14. _ 5,000|00]
1 0834 2,000]00)
unel 1 PS5 10 !LO”
GENERAL LEDGER
DEBT SFRVICE FUND Page _1___
Account _Bond Intenest Expense Account # _2051
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
]
Zég 10 ps1al  2,000|000as’ |15 DS 1,166 )67
A 12 [ 2,000 ug. )10 psJ2 £33
“%f’ 1 D14 2,000 0d
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GENERAL LEDGER

DEBT SERVICE FUND Page I
Account Paying Agents Chanaes Account # 2052
oare | exetananion | G2RTN BN X oame | exeuanation (RTS8
96 19
Qcfdls psl3 5o c,bt.IS 873 540
Jund 1 SIS 10 100 Jun% ! DS15 10 00
Anytown School District
Sinking Fund
Trial Balance
June 30, 1968
Account Title Afjg’f' Debit Chedit
Cash 1501 1,061167
Bond Intenest Expense 2051
Amount needed fon Retirement of Bonds 1630 95,000{00
Bonds_Payable 1640 95,000100
Paying Agents Changes 2052
Matuned Bonds 1641
Estimated Revenue 2020 13,000{00
Reveonue. 2030 12,95000
Fund Bafance 2010
Appropriationd 2040 §,000(00
Expenditunres 2050 7,848 33
Requined Reserve 2013
Resenve Fund 2014 5,000 100
Tnvestments 1550 4,000]100
Acorued Interest Purchased 1531 40100
120,950400 120,950100
ANYTOWN SCHOOL DISTRICT
SINKING FUND
Closing Statement
June 30, 1968
Cash- o o e $1, 061. 67
Amount Needed for Retirement. - ... ... 95, 000. 00
Bonds Payable. .. oo e e $95, 000. 00
Reserve Fund - - - o oo e e ——— 5, 000. 00
Investments . .o 4, 000. 00
Accrued Interest Purchased. . . oo cnanan 40. 00
Fund Balanee. o o o oo oo e e e emm——————— 101. 67
Total .o oo e $100, 101. 67 $100, 101. 67
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Bond registers and accounts with paying agents

If the terms of the agreement with the paying agent do not call
for the trustee to provide complete service, but rather to pay only
the items presented and then to return the paid bonds and coupons
to the district, it will be necessary for the district to keep two addi-
tional records.

Even though funds transmitted to paying agents are immediately
recorded as expenditures, it is necessary to set up a simple subsidiary
ledger account and to post it when funds are transmitted, and when
paid bonds and coupons are returned.

Paying Agent

Amount Canceled
Date Remitted Date Ttems
Returned
8/10 $2, 000. 00 10/15 $2, 000. 00
2/11 7,000, 00 6/10 7, 000. 00
E|ltc. El}tc.

In addition to the ledger account, it is also necessary to maintain
a Bond Register to record the actual numbers of the bonds or
coupons that have been returned, so that the actual number of the
bonds or coupons that have not been presented for payment can be
ascertained.

The form of the Bond Register varies widely. In some cases it
provides space for the actual bond or coupon to be pasted in the
register. Usually a date is stamped instead of pasting in the actual
document. A vacant space indicates that the item is still outstand-
ing. This reduces the size of the register considerably, but increases
the possibility of error since an inexperienced clerk may date every
space when the money is remitted to the paying agent.

The appropriate space should not be stamped until the bonds or
coupons have been received. The date used should be the date the
documents are received from the paying agent as shown in the Pay-
ing Agent’s ledger account. A convenient form of Bond Register is
illustrated on pages 188-189. This register can be expanded to fit any
size issue simply by additional pages rather than printing the form
specifically for each issue.

The amount of money represented by the unstamped spaces in
the Bond Register should be identical with the balance in the Pay-
ing Agent’s account if all payments have been made when due and if
all paid bonds and coupons have been properly stamped in the
register.
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tion to community and other groups concerned with financing educa-
tion. A single statement can frequently serve both purposes,
especially if it is updated yearly.

On page 190 is a sample of an Analysis of Bonded Debt and Interest
statement that shows the transactions during the current fiscal
year for budget purposes, the total debt outstanding, and the amount
that will be needed to be provided each year. The figures on this
statement are illustrative only; they do not tie in with any other
figures in this text.
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CHAPTER XI
Construction Fund Accounting

The Construction Fund may receive funds from any or all of
several sources. It may receive the proceeds from the sale of bonds.
In some instances special tax levies may be assessed and collected
for construction. Or, the General Fund levy may include an amount
to be used for construction.

Occasionally, construction funds are available for limited use—
for example, for elementary school construction only or for junior
high school construction only. In such cases, separate funds should
be established to assure that funds are expended only in accordance
with such limited use. If limited use of construction funds is not
specified, one Construction Fund may be maintained.

Some school districts employ their own construction personnel and
build some or all of their own schools. Those districts must maintain
records that reflect accurately all costs of construction—for example,
salaries and building materials. Accounting procedures and forms
for expenditures under this method of construction are similar to
those used in expenditure accounting for the General Fund.

Most districts construct school buildings by contracting with an
architect to prepare plans and specifications and with a construction
company to do the building. When this method of construction is
used several new accounting terms come into use.

For preparing plans and specifications the architect is paid a fee
(Architect’s Fee) which is a percentage of -onstruction cost. He is
paid in several installments. His contract with the Board of
Education may require that he be paid a certain percentage of his
fee at the time preliminary drawings are submitted and the rest at
intervals, for example, when construction is 25 percent, 50 percent,
75 percent, and 100 percent completed. Or, the contract may
require a payment of a percentage when preliminary drawings are
submitted and the balance in installments which are a percentage of
the construction contractor’s requisitions for payment.

At the time the architect submits preliminary drawings, including
estimated cost of construction, the following journal entry should
be made—
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Contract Encumbrances
Reserve for Contract Encumbrances

To record estimated architects fees (9 percent of estimated
consiruction cost).

As payments are made to the architect—

Appropriation Expenditures
Cash

To record payment of architects fee (1st Instullment).

The ainount of the payment is liquidated—

Reserve for Contract Encumbrances
Contract Encumbrance.

When the construction contract is awarded, contract encumbrances
for the architect’s fee are adjusted.

The contract for construction is usually awarded to the lowest
competent bidder. Usually, contracts for construction require that
the contractor submit requisitions for payment as construction
progresses, and that from each requisition the school district withhold
a percentage (usually 10 percent) pending satisfactory completion of
the project. The amount to be withheld is called ‘“Retained
Percentage.”’

When the contract is awarded—

Contract Encumbrances
Reserve for Contract Encumbrances
To record awarding of contract to PDQ Construction.

As payments are made—
Appropriation Expenditures
Retained Percentage
Cash

To record expenditures, retained percentage withheld, and cash
payment to contractor.

Appropriation Expenditures is debited for the full amount of the
requisition; Retained Percentage is credited with the amount to be
retained ; and the difference is credited to Cash.

Encumbrances are liquidated for the full amount charged to
Appropriation Expenditures.

When construction is satisfactorily completed, retained percentage

is released by—

Retained Percentage
Cash.

Following are the transactions that will be journalized to llustrate
the accounting necessary for the Bond Construction Fund:
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Bond construciion fund journal
February 1—Bonds in the amount of $100,000 are authorized by

referendum.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 1 ..

DATE ACCOUNT TITLE AND EXPLANATION PET ] amounr T

7267 , ,

Feb, 1.) Bonds Authonized - lUnissued 3010 100,000100
Reserve for Authorized Expenses 3020 100,000 00
To xecond approval of bond {ssue.

March 1—Bonds are sold at an interest rate of 4 percent for
$101,000 plus accrued interest; they are not to be delivered until

March 15.
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 2
DATE ACCOUNT TITLE AND EXPLANATION PooT v T
195
Mancz 11Bond Proceeds Recedlvable 1545 101,000{ 00
Bonds Authonized - Unissued 3010 100,000]00
Promium on Bonds 2031 1,000]00
To necond Aafe of bonds at 101: int,
4%; to be defivered Manch 15.
March 15—The bonds are delivered.
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page . 3 ..
DATE ACCOUNT TITLE AND EXPLANATION POST 1 amouks T
M&Zé& 151 Cash 1501 101, 166) &7
Bond Panceeds Recodvabfe 1545 101,000100
Accnued Intenedt 2032 144167

To necond defiveny of the bonds and

Aettlement,
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General fund journal

March 15—The General Fund budget for the fiscal year includes
$150,000 for Capital Outlay—Buildings, which is o be transferred
to the Bond Construction Fund at the time the bonds are sold.

GENERAL JOURNAL
GENERAL FUND Page L
DE CREDIT
DATE ACCOUNT TITLE AND EXPLANATION PST 1 amonmr AMGUNT
M 1%7 .
anch’ 15 Thans fen to Bond Consthyction Fund 1415 150 000 Y06
Cash on Time Deposit 1520 150,000} 00

To necond thanaden of Capital OutPay
appropriation,

Bond construction fund Journal

March 15—Premium and accrued interest are transferred to the

Debt Service Fund.
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page __3
DATE ACCOUNT TITLE AND EXPLANATION Ror! vl P
T957
.Mmcg_u_ﬂmu’um_m Bonda 2031 1,000] 00
Accnued Intenest 2032 166] 67
Cash 1501 1, 166167
To necond thansfer of premium and ac-
crued intenest to Debt Seavdee Fund.
March 15—$100,000 is appropriated to construction.
GENERAL JOURNAL
BOND CONSTRUCTTON FUND Page 3 ___
DATE ACCOUNT TITLE AND EXPLANATION POST Nl R
195 '
Manch 15| Resenve fon Authonized Expenses 3020 100,000 044
Appropriations 2040 100,000{00
$100,000 appropriated to consthuctiony
detail a4 follows:
Acet. ¥ Title Amount
1210 Capital Outlay - Sites 10,000.00} 1210
1220 Capital Outlay - Bulldings 75.000,00] 1220
1230 Capital Outfay - Equioment 15,000,001} 1230
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March 15—8$90,000 is invested in Treasury bills.

GENERAL JOURNAL
BOND CONSTRUCTTON FUND Page 3 .
DATE ACCOUNT TITLE AND EXPLANATION PoeT v T
- TIET
Manen 15 [Tnvestiments 1550 90,0001 0
Caah 1501 90,000}00
To_necond investment,

March 15—The Capital Outlay appropriation is transferred from
the General Fund.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page .4
DATE ACCOUNT TITLE AND EXPLANATION PRIl avoon Pyl
WA8L 15\ cash on Time Deposit 1520 | 150,000 Joo
Fund Balfance 2010 150,000 00

_To necond transfen of Capital Outlay

appropriation. fhom Genenal Fund

Cash 44 on time deposit, (adnce Feb,

1] intenest to be cnedited semi~

annually, June. 30 and Decemben 31,

ALL carndings Lo accnue fo Bond Con-

Athuetion Fund,

March 15—$150,000 of appropriation is transferred from the
Fund Balance account.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 4.
DATE ACCOUNT TITLE AND EXPLANATION PETL ameim e
196
Maaez 15} Fund Ralance 2010 150,000 0
Appropniations 2040 150,000 00
To necond appropriation of 4ull amou
thans fenned; detaif as doflows:
Acet, # Title Amount
1220 Capital Outlay - BRuilPdinga 130,000 1270
1230 Copital Outfoy - Equipment 20,0001 1230
195
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May 1—J. P. Smith and Associates, architects for the cafeteria
reilovations at the Senior High School, submit preliminary plens and
invoice in the amount of $4,275. The schedule for payment of
architect’s fees has been agreed on by the board and architec, as
follows:

25 percent on acceptance of preliminary drawings. Balance
at the rate of 9 percent for each construction requisition after
construction requisitions reach a total of $47,500. The cost

c of construction is estimated at $190,000. At 9 percent, the
architect’s fee is $17,100, and i., obligated. Twenty-five per-
cent of $17,100, $4,275, is paid.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 5 ___
DATE ACCOUNT TITLE AND EXPLANATION ! AMOUNT T
T957
foy 1 [Contract Encumbrances 2070 17,1004 00
Resenve fon Contract Encumbrances 2012 17,100§00
To xnecond estimated grchitects dee
gor cafetenia addition, Detait as
{ollows s
Acet, f Title Amount
1220 Capital Qutlay - Buildings 17,100.00 1220
1 _|Appropriation Expenditures 2050 4,275} 00
Cash 1501 4,275)00
To_necond pagment of 25% of archi-
tect's fee (based on estimated cost);
: detail as follows:
| Acet, # Title Amount
1220 Capitel Outlay - Buildings 4,275.00] 1220
1 _|Reserve fon Contract Encumbrances 2012 4,275 00
Contrnact Encumbrances 2070 4,275)00
To Liquidate encumbrances in amount
of payment o _anchitect, lLigquidate
$4,275,00 in detailf account 1270-- 1220
Capital Qutlay -~ Buildings.
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June 15—The construction contract is awarded in the amount
of $185,000 to XYZ Construction Co.
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 6
DATE ACCOUNT TITLE AND EXPLAFIATIOH) PoeT Ao T
1&32715 Conthact Encumbrances 2070 185,000 00
Resenve for _Contnacted Encumbrances 2012 185,000]00
To necond contract with XyZ
Consatnuction, Detail:
Acct. ¥ Title Amount
1229 _ Capital Outigg - Buj]djngA 1£5,000.04 1220

June 25—Purchase orders are issued for cafeteria equipment in
the amount of $22,000, to be delivered and installed by October 1.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page.l.
) POST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF., AMOUNT AMOUNT
1367
June 25\Punchase Onder Encumbrances 2060 22,000} 00
Resenve foxn Punchase Onden Encumbrances | 2011 22,000}00
To necond issuance of purchase onders
fon cafeteria eyuipment, .
Acct, ¥ Title Amount
1230 Capital Outfay - Equipment 22,000.00 1230

June 30—The bank notifies the superintendent of schools that
interest of $1,875 has been credited to the schools on funds on time
deposit (deposited February 1 at 3 percent).

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page . &
DATE ACCOUNT TITLE AND EXPLANATION POST L AT e
1967 s s y
June 30| Caah on Time Depoait 1520 1,475 {00
Fund Bafance. 2010 1,875 00
To recond intenest canned on time de=
posdt o4 5150,000 don 5 months at 3%

On the following pages journal entries are posted to the proper
General Ledger and Appropriation and Expenditure Ledger accounts.

197




GENERAL LEDGER

BOND CONSTRUCTTON FUND Page 1 _
Account __Cash Account ¥ _1501
) POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REF, AMOUNT
19
Was| 13 1-3| 1011666 MU 1-3 1,166 43
- 15 1-3 90,000}0
7 1 J-5 4,27510
TS/, /€6 Ty 95,444 [¢1
GENERAL LEDGER
BOND CONSTRUCTTION FUND Page 1 __
Account __Cash _on Time Deposdit Account ¥ _1620
POST DEBIT POST CREDIT
DATE | EXPLANATION | ‘pep, AMOUNT DATE | EXPLANATION | ppr, AMOUNT
196
an,! 15 J-4 150,00010
unel 30 1- 1,875]0
lgl’als' oo
GENERAL LEDGER
BOND CONSTRUCTION FUND Page .1
Account _Bond Proceeds Recedvable Account # __1545
- p POST DEBIT POST CREDIT
DATC EXI'LANATION REF, AMOUNT DATE EXPLANATION REF. AMOUNT
196 67
o1 J-2 101,00010 uiafl.. 15 J-3 101,000]0(
GENERAL LEDGER
BOND CONSTRUCTION FUND Page 1
Account _InveAdmonds Account ¥ _1550
POST DEBIT POST TREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF, AMOUNT
s 7-3| 90,0000
GENERAL LEDGER
BOND CONSTRUCTION FUND Page _1 __
Account _Fund Bafance Account ¥ _20i0
POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REF. AMOUNT
9 6/
(6Z 15 J-4 150,000100] Mar] 15 J-4 150,000100
ﬂ!une 30 J-8 1,875]00
5c,c00 |[po 875,00 iS1,875 0
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GENERAL LEDGER
Resenve 4on PunchaseBOND CONSTRUCTION FUND Page 1
Account ' Account # ___gp11
POST DEBIT ) POST CREDIT
DATE EXPLANATION REF, AMQUNT DATE EXPLANATION | Tor2 AMOUNT
#333 25 1-7 22,000 ]00
GENERAL LEDGER
Resenve fon BOND CONSTRUCTTON FUND Page __1
Account Account ¥ _2012
POST DEBIT POST CREDIT
DATE EXPLANATION REF, AMOUNT DATE EXPLANATION REF, AMOUNT
196’ 6
May'| 1 1-5 4,275 bo [Ty 1 1-5 17,100 po
unel 15 -6 185,000 §0
/97,823 0c 2e2iay 10871 0P
GENERAL LEDGER
BOND CONSTRUCTION FUND Page __1
Account _Premium on Bonds Account ¥ _2031
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF, AMOUNT
9 96
#Wl. 1 J-3 1,000 000 7 1 J-2 1,000]0d
GENERAL LEDGER
BOND CONSTRUCTION FUND Page _1___
Account __Accaupd Tutoroat Account ¥ _2032
96
057 15 13 1666 "m.7 15 1-3 16661
GENERAL LEDGER
BOND CONSTRUCTION FUND Page 1 ___
Account __Appropiiations Account ¥ _2040
POST DEBIT POST CREDIT
DATE | EXPLANATION  } orr. AMOUNT DATE | EXPLANATION | ore AMOUNT
261 15 1-3 1007000 020]
15 J-4 150,000100
ase, oe0loe
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L GENERAL LEDGER
| BOND CONSTRUCTION FUND Page 1 _
! Account Appropniation Expenditunes Account ¥ _2050
POST DEBIT POST CREDIT
2 DATE EXPLANATION | 20T AMOUNT DATE | ExPLANATION |72l AAOUNT
i
67 J~5 4,275 100 |
| i
! ‘ GENERAL LEDGER
, Punchase. Onden BOND CONSTRUCTION FUND Page __1
F Account _Encumbrances Account ¥ __2060 ’
'i |
y POST DEBIT POST CREDI
; DATE EXPLANATION {20t AMOUNT DATE | EXPLANATION [ eco’ AVOUNT
196
_umq 24 1-7 22,000} 0
GENERAL LEDGER
BOND CONSTRUCTION FUND Page 1 __
Account Coutnact Fucumbsancos Account ¥ _2070
POST DEBIT POST CREDIT
DATE EXPLANATION | 20T AMOUNT DATE | EXPLANATION |'oe! AMOUNT
: 96 967
| Mag | 1 1-5 17,100 00f ¢ J-5 4,215 40
Hunel 1 YL P23,00 1= _%'w"
0
i
. GENERAL LEDGER
: Bond Authonized -  BOND CONSTRUCTION FUND Page __1
Account _Undssued Account ¥ _3010
POST DEBIT POST CREDIT
DATE EXPLANATION | 222t AMOUNT DATE | ExPLANATION |72t AMOUNT
967
pg. 1 1-1 100,000 fmu g1 1 =2 100,00010
GENERAL LEDGER
Reserve fon BOND CONSTRUCTION FUND Page _1__
Account _Authonized Expenses _ Account ¥ _3020
. POST DEBIT POST CREDIT
DATE EXPLANATION | F2 AN DATE | ExpiaNaTioN |72t AMOUNT
1957 (3
| 15 J-3]  100,000|0cFeb.|1 3.1l 100,000]0d
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ERIC

Aruitoxt provided by Eic:

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _BC-1210 BOND CONSTRUCTION FUND Page.l

Account Description _Capital Outlay-Sites

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM=
DATE | REF. APP'}%”R‘A' ENCUM- E’T‘SEE‘SD'“ EXPENDI~ |BRANCES AND| CUMBERED
TIONS | OgLIGATE | LIQUIDATE | BRANCES TURES EXPEND]- | BALANCE
TURES
1967
Manl5) J-3 110,000 00 10,000 Y0
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _BC-1220 BOND CONSTRUCTION FUND Page !
Account Description _Capital Outlay-Buildings
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP%%‘;E;A' ENCUM- E’T‘SSQ‘SD" EXPENDI- |BRAMCES AND] CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1967
Marnl5| J-3 75,000p0 75,00000
15] J~4 [130,00000 05,00000
’Mlayl J-5 17, 10000 17,100p0 17,1004009&7,90000
J~5 4.275¢904 12,825p0 4.27500f 4,275%10 17,10409987,%0000
Junls] J-6 1§5,00000 197,825p0 4,275 100 202,10400] 2,900p0
|
APPROPRIATION AND EXPENDITURE LEDGER
Account #BC=1230 BOND CONSTRUCTION FUND Page 1
Account Description __Capd Outlay-Equipment
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP"OPR'SA' ENCUM-~ E’T‘SEE“SD" EXPENDI- [BRANCES, AND| CUMBERED
TION OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
967
Marls] J-3 115,000 PO 5,000 po
15| 3-4 |20,000 po 5,000 90
Jun25| J-7 22,000 00 22,000 Do 22,000 10003,000
201
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A trial balance at June 30 shows the following

Bord Construction Fund

Thial Balance
June 30, 1967
Account Title Aﬁg’f' Debit Credit
" Cash 1501 5,725 100
Cash on Time Deposit 1520 151,875 100
Tnvestments 1550 90,000 00 ‘
Fund Balance 2010 1,875 po
Reserve for Purchase Onder Encumbrances 2011 22,000 po
Resenve for Contract Encumbrances 2012 197,825 po
Appropriations 2040 250,000 po
Appropriation Expenditunes 2050 4,275 00
Purchase Onder Encumbrances 2060 22,000 00
Contract Encumbrancea 2070 197,825 ¢
«r/,700 |oo 47,700 |00

Entries to close the books on June 30 would be as shown below.
Please note that the Contract Encumbrances are closed to Fund
Balance and carried forward as an earmarked portion of Fund
Balance and reappropriated as the first entry in the next fiscal
year. An alternative method, which was explained on page 130,
chapter VI, is to close the Encumbrance account to the Expeunditure

account.
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 92 ____
pPOST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF. AMOUNT AMOUNT
Y82 30| Appropriations 2040 | 250,000 o
Fund Balance 2010 250,000100
To close Appropriations account,
30| Fund Balance 2010 219,825 o
Contract Encumbrances 2070 197,825100
Purchase Ondon Encumbranced 2060 22,0001 00
To close encumbrance accounts,
30| Fund Balance 2010 4,275 po
Appropriation Expenditures 2050 4,275100
To close Appropniation Expendi{tures
account,
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A balance sheet is prepared.

BOND CONSTRUCTION FUND

; : Balance Sheet
. June 30, 1967

l ~ Assets:
“ Cash. o e 5, 725, 00
| Cash on Time Deposit_ ... 151, 875. 00
Investments. . ... ____ .. 90, 000. 00
Total Assets_ ___ .o 247, 600. 00
Reserves and fund balance;:
Reserve for Contract Encumbrances_. ... .. .. _______ 197, 825. 00
Reserve for Purchase Order Encumbrances. .. .._._______._._ 22, 000. 00
Fund Balanee-..__ ... .. 27, 775. 00 j
Total Reserves and Fund Balanee. ... ... ___._ 247, 600. 00 3
U i\ » . é
On July 1, 1967 (the first day of the new fiscal year), the following ;
journal entry is made and posted to set up the books for the new |
year. A new series of journal page numbers is used for 1967. f
GENERAL JOURNAL
; BOND CONSTRUCTTON FUND Page 1
j DATE ACCOUNT TITLE AND EXPLANATION e | el T
, 1871 lcash 1501 5,725]00
' Cash on Time Deposit 1520 151,875
Invostmenta 1550 90,000)00
Resenve fon Coninact Encumbrances 2012 197,825 100
Resonve fon Punchase Order Encumbnrances | 2011 22,000 100
Fupnd Balance 2010 27,775 100
To set up books fon the wew yean, }

A v e - s v o oo

} 203




e i, et e

TR

Unexpended appropriation balances on June 30 are reappropriated
by the board. Encumbrances on June 30, both contract and
purchase order, are still outstanding and must be set up on the books,
The entry 1o do this is:

GENERAL JOURNAL
BOND CONSTRUCTION FUND Poge .2 .
DATE ACCOUNT TITLE AND EXPLANATION =l AT Pyt
6/
J7 y 1 KContract Encumbrances 2079 197,825100
Purchase Onden Encumbhances 2060 22,000(00
fund Bafance 2010 25,900100
Appropriations 2040 245,725 100

To set up appropriations for the new
fdacal yean and necond outstanding
encumbrances,  Detail as foflows:
Aeat, # Title Appropriate Encumbrance
1210 Cap,Out,-Sites 10,000,00 -0~ 1210
1220 Cap,Out.-Rfdgs 200,725.00 197,825,00) 1220
230 Cap.Out.-Equdp, 35,000.00 272,000.00] 1230

On July 1, the bank notifies the superintendent that, in accordenc.
with the Time Deposit Schedule (set up in February when the
$150,000 was deposited on Time Deposit), $75,000 has been trans-
ferred to the regular Cash account. The entry would be as follows:

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page . 3 ____
DATE ACCOUNT TITLE AND EXPLANATION Pl et T
1967
Juby 1 |Cash 150] 75,0001 00
Caal On Time Deposit 1520 75,000{00
To necond thansden of cash (pen
schedulel to Cash account.

On July 3, XYZ Construction Co. submits a requisition for pay-
ment in the amount of $31,500 for material on site (as per contract).
In accordance with the contract, 10 percent of the requisition is
to be withheld pending completion of construction. As requured,
the architect has approved the requisition. The entry to record
payment and liquidation is as follows:
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; GENERAL JOURNAL
: BOND CONSTRUCTION FUND Page mde
| -
DATE ACCOUNT TITLE AND EXPLANATION o | e P
196
; JZI; 3 A'n’n/m’nhfnfja_u Fx’naylrlifuhm 2050 31'50{} 1]
X Retained Pencentage 1650 3,150]00
Cash 1501 28,3501 00

To necond payment of Requisition *1,

Petail as {ollows:
Acct, ¥ Tithe Amount:

1220 Capital Qutlay - R:u’!rlx’nQA 31,500,001} 1220

e B oot o PO B . A7 A R st ston, e o e o

3 {Resenve fon Contract Encumbrances 2012 31,500 po
{ Contract Encumbrances 2070 31,500]00
T To Liquidate fon Requisdition #1,
‘ Detaif:
Acet, ¥ Title Amount

1220 Capital Outlay - Buifdings 31,500,001} 1220

On July 18, requisition No. 2 is received from the contractor in
the amount of $30,000. The following entries are made:

i ) g GENERAL JOURNAL
! BOND CONSTRUCTION FUND Page 5.
DATE ACCOUNT TITLE AND EXPLANATION o | A Privie
}Zﬂ 181 Appropriation Expenditunes 2050 30,000 0
Redained Percentege. 1650 3,000{00
Cash 1501 27,000)00

To necond payment of requisition #2,

Dotall as gollows:
Acet, ¥ Tithe Amount

1220  Capital Outfay - Bulldings 30,000,001 1220

: 18] Resenve fon Contract Encumbrances 2012 30,000 po
Contract Encumbrances 2070 30,000]00
To Liguidate fon Requisition #2,
: Dotail:
; Acct. ¥ Tithe Amount

‘ 1220  Capital Outfay - Buildings 30,000,00] 1220
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With construction requisition No. 2 the total of the requisitions
exceeds $47,500. An invoice is received from the architect on
July 18 as follows;

9 percent of $185,000 O - oo e $16, 650
Received to date:
25 percent of 9 percent of $190,000 or. ..o 4,275
Balance of £eC.. . v v oo o e $12, 375
Due on construction:
Requisition No. 1—8$31,500X 9 percent= 2, 835
Requisition No. 2—$30,000:X 9 percent= 2, 700
Less amount received todate. - - - o v oo 5, 535
Due architect with requisition No. 2.____ .. ____._._ 4,275 1,260
Balance of fee... ..o 811, 115
Proof:
Total construction contract.... . __ . $185, 000
Requisitions Nos. 1 and 2. .. e oo 61, 500
Balance... - oo $123, 500
Architect’s fee of - oo o e 99%
$11, 115
Entry to pay the architect’s fee due—
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page. 6
DATE ACCOUNT TITLE AND EXPLANATION ';??T Ao Py
.’IZ,% 18| Approphiation Expenditunes 2050 1,260 o0
Cash 1501 1,260100
To necond socond foe payment to
anchitect, Detall as Lollows:
Acct, ¥ Title Amount
11220 Capital Qutfay - Buildings 1,260,001 1220
181Resenve fon Contnact Fncumbhrances 2012 1,260 V0
Contract Encumbrances 2070 1,260]00
To Liquidate fon paument to anchitect.
Petall:
Acct. ¥ Title Amount
1220 _ Capital Qutlfay - Buifdings 1,260,00 | 1220
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On July 20, a purchase order is issued for additional cafeteria
equipment at a cost of $10,575. The entry would be:

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page .. 2 .
POST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF, AMOUNT AMOUNT
1&22720 Punchase Onder Encumbrances 2060 10,575[{00
Reserve fon Punchase Onder Encumbrances | 2011 10,575100

To_necond punchase of additional

equipment, Detail:
Acet, ¥ Title Amount

1230  Capital Outlay - Equipment 10,575,00 1230

On August 1, the balance of Cash on Time Deposit is transferred

to the regular Cash account; interest earned during July (also
transferred) was $379.

GENERAL JOURNAL
BOND CONSTRUCTION FUND Poge 8
DATE ACCOUNT TITLE AND EXPLANATION ‘,’,S;T A,?gﬂ;, f&E,DJLT
1967
Aug, 1 |Cash 1501 77,254) 00
Cash on Time Depoait 15290 76,8751¢0
__Fund Bafance 2010 379100
To recond thansfer of cash to neaulan
.—cash gccount; intenest eanned, 3379,
deposdited to regulan Cash account,

On August 5, requisition No. 8 in the amount of $45,000 is received
from the contractor along with a bill for $4,050 from the architect.
Entries to record payment and liquidation are:

207

@ s Sa i




- B~

‘
)
i
t
1
i
'
)

GENERAL JOURNAL
BOND CONSTRUCTTON FUND Page._2 ..
DATE ACCOUNT TITLE AND EXPLANATION - T
327 5 | Appropriation Cxpenditunes 2050 45,000 00
Retained Pencentage 1650 4,50010
Cash 1501 40,5001 00
To_necond payment of Pequisition #3,
Detail:
Acct, Title Amount
1220  Capital Qutfay - Buifdings 45,000,001 1220
5 | Resenve fon Conthact Encumbrances 2012 45.000 00
Contract Encumbrances 2070 45,000{ 00
To_necond Liquidation fon Requisition
#3, Detaif:
Accet, ¥ Tithe Amount
1220 Capital Outlay - Buildinags 45,000,00! 1220
GENERAL JOURNAL
BOND CONSTRUCTION FUND Poge 10
DATE ACCOUNT TITLE AND EXPLAMATION e =i P
967
Aug. 5 |Appnopniction Expendifunos 2050 4,050 90
Cash 1501 4,050]00
To necord payment of architects fee -
9% 04 $45,000, Detail:
Acet, ¥ Title Amount
1220 Capital Outlay - Buildings 4,050.00( 1220
5 |Reserve for Contrnact Encumbhances 2012 4.050 bo
Contract Encumbrances 2070 4,050]00
To necond Liquidation of anchityots
{ee paid, Detail:
Acet. ¥ Title Amount
1220  Capital Outfay - Buifdings 4,050,00] 1220

On August 15, Investments, $90,000, were sold

for $91,312.

Entry required—
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 11
POST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF. AMOUNT AMOUNT
A&Z?”E Cash 1501 91,312 00
Inveatments 1550 90,000] 00
Fund Balance 2010 1,3121 00
To necond Aale o4 Anvesiment,
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. ! On September 1, contractor’s requisition No, 4, in the amount of
| } $54,000 and an invoice for related architect’s fees are received.
E. Entries required are:
. i
i i
: GENERAL JOURNAL
‘ BOND CONSTRUCTTON FUND Page. 12
f
% DATE ACCOUNT TITLE AND EXPLANATION ';?:T A.'géﬂ;{l'f Acfig)d:ﬂ ,
| :
Lot 1 | Appropriation Cxpendituncd 2050 54,000 100 ?
Relained Pencentages _1650 5,40010 §
{ Caah 1501 48,600] 00
f To_necond paument of Pequisition #4,
‘ ’ Detail as folfows:
Acet. ! Title Amount
! 1220 _Capital Qutbay ~ Buifdings 54,000,04 1220
;
L_|Resenve fon Contract Encumbnranges 2012 54,000 Yo
i Contaget Encumbrances 2070 54,0001 00
| To neeond Liguidation fon Requiition
g “44 v@tﬂj«e:
! Acct, ¥ Title Amount
f 1220 Capital Outlfay - Buifdinns 54,000,004 1220
g ' GENERAL JOURNAL
3 BOND CONSTRUCTION FUND Page .13 ___
|
¥ : POST DEBIT CREDIT
| DATE ACCOUNT TITLE AND EXPLANATION REF AMOUNT AMOUNT
f Qa’nqré?z Appropriation Expenditures 2050 4,860 W0
' Cash 1501 4,869 00
i To_necond anchitect's fees, Requisdi-~
;! ; tion ¥4, Detaif--Change 1o expendi-
; fures -
| Acet, ¥ Title Amount
1220 Capital Outpay - Ruibdings 4 R&0.001 1270
1 |Resenve fon Contract Encumbrances 2012 4,860 Yo
Contract Enqumonances 2070 4,860]00
To Liguwidate architects fees. Detail
Liquidate 4,860.00 in
‘ Acet, ¥ Title Amount
| 1220 Capital Qutbay - Ruildings 4,860,001 1270
|
i
|
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On September 23, eyuipment, estimated to cost $22,000, ordered
for delivery by October 1, is received with invoice in the amount of

$22,375. Estimated cost did not include freight.
charge is approved. Entries necessary are—

The additional

GENERAL JOURNAL
BOND CONSTRUCTION FUND Pageld .
DATE ACCOUNT TITLE AND EXPLANATION PoeT A T
1
Q2f7 23 Appnnpniaﬁnn Fxpondjlu)lu 2050 22'375 00
Cash 1501 22,375100
To necond pagment fon equipment
purchased, Detall as follows:
Acct, ¥ Title Amount
1230 Capital Qutfay - Fquipment 22,375,001 1230
23| Resenve fon Punchase Oxden Encumbrances 2011 22,000 100
Punchase Onder Encumbrancesd 2060 12,000] 00
To Liquidate May 1 _encumbrance fox
cafetenia equipment. Detcilt
Acet, ¥ Title Amount
0 Capital Outfay - Equipment 22,000,00 1230

On September 25, equipment ordered on July 20 is received along
with an invoice in the amount of $10,575. Entry to record—

GENERAL JO'RNAL
BOND CONSTRUCTION FUND Page 15
VATE ACCOUNT TITLE AND EXPLANATION RT aounr T
1767
Sept. 251Appropriation Expendituncs 2050 10,575 W0
Cash 1501 12,575100
To necond payment fon equipment
punchased. Detaif:
Acct, ¥ Title Amount
1230  Capital OutPay - Equipment 10,575,001 173)
25| Rosenve fon Purchase Ohden Encumbnances 2011 10,575 Q0
Purchase Onder Encumbrances 2060 10,575]00
To Liguidate July 2( encumbhance,
Detaik:
Acct, ¥ Title Amount
1230 Capital Outlay - Equipment 10,575,001 1230
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On September 29, construction is completed and the addition is

accepted by the board of education.

to be paid in full, Entries are—

Contractor and architect are

GENERAL JOURNAL
BOMD CONSTRUCTION FUND Poge 16
DATE ACCOUNT TITLE AND EXPLANATION Pee! AV P
10916941,. 29] Appropriation Expenditunes 2050 24,500 100
Retained Pencentage 1650 16,050 100
Cash 1501 40,550 po
To necond final payment to contracton
(Regulsition ¥ ( Wh e
Acct.f Title Amount
1220 Capital Outlay - Buildings 24,500,00] 1220
29) Resenve fon Contract Engumbrances 2012 24,500 100
Contract Encumbrances 2070 24,500 po
To figuidate balance of contract,
Detailt Liguddate 24,500,00 Acct,
1220 1220
GENERAL JOURNAL
BOND CONSTRUCTION FUND Page 17
DATE ACCOUNT TITLE AND EXPLANATION L e T
5231. 29 Appropriation Expenditunes 2050 2,205100
Cash 1501 2,205 100
To necond final pagment of anchitect’
4ees. Detall:
Acct ¥ Tithe Amount
1220 Capitak Qutlay - Buifdings 2,205.00] 1220
29 Reserve fon Contract Encumbrances 2012 2,655]00
Contract Encumbrances 2070 2,655 |00
To figquidate hemaining obligation {or
__axchitect's dees. Exceds of Liquida-
tion over payment is due to 4aifune
Lo adjust obigation when contract
amount became known. Encumbrance
[onig.) based on estimated cost.
Acet, ¥ Title Amount
1220 _ Capital Outlay - Buildings 2,655 1220
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Also on September 29, the board awarded a contract to PDQ Co.
for landscaping the area around the new addition (in accordance
with plans prepared by the Maintenance Departmentj. The con-
tract was in the amountof $11,000, work to be completed in three weeks
(The board was informed that the appropriation for Sites was only
$10,000; it authorized additional expenditure. No transfer of appro-
priation was considered necessary.) Entries needed—

GENERAL JOURNAL
BOND CONSTRUCTION FUND Page .18
REDIT
DATE ACCOUNT TITLE AND EXPLANATION P! AOUNT RS UNT
Qeé%.”ﬂ Contract Cneumbrances 2070 11,000 W00
Resenve gon Contract Encumbrances 2012 11,000]00
To necond ghading contract, Detail:
Acct, ¥ Tithe Amount
1210 Capdital OQutfauy - Sites 11,000,00] 1210

On October 15, landscaping is completed and contractor submits
invoice in full. Entries needed—

GENERAL JOURNAL
BOND CONSTRUCTTON FUND Page .19
DATE ACCOUNT TITLE AND EXPLAMATION e M%ﬂLT T
03?715 Appropr iation Expend{tuses 12050 11,0001 00
Cash 1501 11,000100
To xecond paw-. 1t forn Landscaning,
Details
Acet, ¥ Title Amount
1210 Capltal Outlay ~ Sites 11,000,0d 1210
15]Resenve fon Contract Encumbrances 2012 11,000} 003
Conthact Tneumbrances 2070 11,000{00
To Liguidate fon grading contract,
Liguidate in account 1210, Capital,
Outlay - Sites, 11,000.00 1210
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Assuming that all entries had been posted to the General and
Appropriation and Expenditure ledgers in the normal posting process,
the accounts would now show the following:

GENERAL LEDGER
BOND CONSTRUCTION FUND Page 1
Account Cash Account # _ 1501
- POST DEBIT POST CREDIT
; DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
195 19
Juty 1 -1 5,725 po 3 J-4 258,350 po
! J-3 75,000 po 1§ J=-5 27,000 po
ug. 1 -8 77,254 D0 18 J=6 1,260 pO
15 1J-11 91,312 D0 [Aug.| 5 J-9 40,500 po
756< oo 249,251 |00
5 1-10 4,050
Sepd] 1 J-12 48,600 PO
! J-13 4,860 PO
3 1-14 22,375 o
25 J-15 10,575 00
29 J-16 40,550 00
29 J=17 2,205 100
29 J-117 11,000 00
241,325 (60
GENERAL LEDGER
; BOND CONSTRUCTTON FUND Page __1
! Account _Cash on Time Deposit Account ¥ __1520
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION  {7pee AMOUNT
1967
Tubyl 1 1-1 151,875 ubyl1 J-3 75,000104
ug.ll J-8 76,8750
157, 875 o
GENERAL LEDGER
BOND CONSTRUCTTION FUND Page _1__
Account _ Investments Account # 1550
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNT
1967 K
U.ZM 1 J-1 90,000 OQH_A&Z 15 ~11 90,000100
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GENERAL LEDGER
BOND CONSTRUCTION FUND Page .1
Account _Retained Pencentage Account ¥ 1650
POST DFBIT POST CREDIT
DATE EXPLANATION REF. AMCUNT DATE EXPLANATION REF, AMOUN]T
195 1947
epd 2 1-16 16,050) 0duly 3 -4 3,150
g J-5 3,000 Do
ug. 5 1-9 4,500
Kentl 1 J-12 5.400 po
¥ 16,050 |00
GENERAL LEDGER
BOND CONSTRUCTION FUND Page .1
Account _Fund Bafance Account # _2010
POST DEBIT POST CREDIT
DATE EXPLANATION REF. AMOUNT DATE EXPLANATION REF. AMOUNI
198 47 7
zuga 1 J-2 25,900]0000ubyl 1 -1 27,115
ug. i1 -8 379]0
15 J-11 1,312/ 00
3, 566, 00 29, 446 |CO
GENERAL LEDGER
Reserve fon Punchase BOND CONSTRUCTION FUND Page .1
Account Qnden Encumbrances Account ¥ 2011
POST DEBIT POST CREDIT
DATE EXPLANATION Rer ANMOUNT DATE | EXPLANATION |'pn’ AVOUNI
7987
LZ@ 2 J-14 22,000] 0dJuby| 1 J-1 22,000 0
2 1-15 10,575 00 20 J-7 10,575| 0d
32,575|00 32,575 {00
GENERAL LEDGER
Resenve fon BOND CONSTRUCTTON FUND Page 1
Account Contract Encumbrances Account 1 2012
POST DEBIT POST CREDIT
DATE EXPLANATION REE. AMOUNT DATE EXPLANATION RCE, AMOUNI
g 19
o 4 3 -4 31,500 067ul7l ! J-1 197,825 10
18 -5 30,000] 0GSept] 29 1-1% 11040
4 ¢ 208,525 |oo
18 7-6 1,240] 04
ugl b -9 45,000| 0
5 7-10 4,050] 04
Sept] 1 7-12 54.!000 04
1 -13 4,860 04
29 -16 24,‘500 0
29 -17 2,655| 0
Oetlll5 -19 11.000] 04
205,525 |00
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GENERAL LEDGER

BOND CONSTRUCTION FUND Page __1
Account _Apphopriations Account ¥ 2040
oate | exeianation  [POSTI DEBIT -l pare | exeianation (R i
801 1-2| 245,725 ho
GENERAL LEDGER
BOND CONSTRUCTTION FUND Page 1
Account Appropniation Expenditures Account f 2050
POS | DEBIT POST CREDIT
DATE |  EXPLANATION |72’ AMOUNT DATE | EXPLANATION [fpz2’ AMOUNT
18] 5 1-4 31,500 00
1-5 30,000 po
1% 1-6 1,260 po
Augd 5 -9 45,000 o
5 1-10 4,050 0
Sepd 1 J-12 54,000 po
1 J-13 4,860 PO
23 J-14 22,375 po
25 J-15 10,575 po
29 J-16 24,500 PO
29 J-17 2,205 90
Qctals J-19 11,000 po
BH] 34T [
GENERAL LEDGER
Punchase Onden BOND CONSTRUCTION FUND Page .1
Account _Encumbrances Account ¥ 2060
POST DEBIT POST CREDIT
DATE | EXPLANATION [ 7207 AMOUNT DATE | EXPLANATION | 22! AAOUNT
957
1 J-2 22,000 Do [Sept| 23 J-14 22,000 o
20 S ARSI/ TA S 115 14,575 b9,
GENERAL LEDGER
BOND CONSTRUCTION FUND Page __1
Account _Contract Encumbnances Account ¥ _2070
POST DEBIT POST CREDIT
DATE | EXPLANATION {722 AMOUNT DATE | EXPLANATION |'pee! AOUNT
967
u.zu 1 J-Z 197,£825100 32171 3 -4 31,5004
£ - 11,000 -
opt] 29 1-1 7048,_8322 1§ 5 30,000{00
15 -4 1,26010
(g 5 1-9 45'000 0
5 7-19 4,05010
bopt| 1 1-12 54,0000
1 -13 4,86010
29 1-14 24 5000
29 -17 24550
et 115 1-19 1100010
208,848 (00
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APPROPRIATION AND EXPENDITURE LEDGER

Account # BC-1210 BOND CONSTRUCTTON FUND Page _!
Account Description _Cap{taf Outfay - Sifes
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM~
DATE | REF, APP"OPNR"" ENCUM- EXSEENSD" EXPENDI- |BRANCES AMD| CUMBERED
TIONS | OpLIGATE | LIQUIDATE | prRANCES | T TURES EXPENDI- | BALANCE
TURES
1967
Juey 11 3-2 | 10,000d00 10,00000
Jept29] J-18 11,0040 11,00000 11,00400] (1,00000
det, 150 J-19 11,00000] ~0- 11,00400{ 11,00040 11,00400] {1,00000
APPROPRIATION AND EXPENDITURE LEDGER
Account ”_JEQ:LZZQ_____ BOND CONSTRUCTTION FUND Page !
Account Description. Capital Qutlay-Buildings
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | Rer, |APPROPRIA- eNcuM- | EXFENPI | expENDI- |sRANCES AND| CUMBERED
TIONS | opLiGATE | LiQuIDATE | BRANCES | T TURES EXPENDI- | BALANCE
TURES
1967
Julyll 3-2 R00,725(004197,825|04 197,825 100 197,825{0 2,900]00
3 J-4 31,500 l00pé6,325(008 31,500/04 31,500p0]197,825]04 2,900(00
18 J-5 30,000 100p36,325100 30,000l 00 é1,500p0]197,825104 2.900]00
14 J-¢6 1,260 1000135,065]000 1,26010 62,760001197,82510 2,900100
Aug, 4 J-9 45,000 {001 90,065 |00 45¢00 04107,76000 197,82510 2’900 iy,
4 J-10 4,050 100! 66,015 100 4,050{08111,810p0|197, 82504 2 90000
Septll J-12 54,900 |00 32,015100 54,000]04165,810p0 197,825100 2,900100
1N.J-13 4,860 100027,155100| 4,860)0 170,670001197,825(¢0 2,900100
294 J-16 24,500 |00] 2,655(000 24,500[04195,170p0{197,825{04 2.900l00Q8
294 J-17 2,655 100 -0~ 2,205104197,375p0[197,375101 3,350 |00
APPROPRIATION AND EXPENDITURE iLEDGER
Account f Be-1230 BOND CONSTRUCTION FUND Page
Account Descriprion_ﬂapizal;ﬂuﬂayzﬁquimu_
ENCUMERANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, Appﬁ'%’ﬁ;’*“ eNCUM~ | EXPERPI | expenDI- [srAncES AND| cuMERED
OBLIGATE | LIQUIDATE | prances | T TURES EXPENDI- | BALANCE
TURES
1967
Juy 1| J-2 | 35.00d00| 22,00d00 22,00000 22,000100] 13,00000
201 J-7 10,57400 32,57500 32,575 |00 2,425800
Rept?23f J-14 22,00090) 10,575p01 22,37400| 22,375100 32,950 [00] 2,05000
25 J-15 10,575¢00| -0~ 10,57400] 32,950100} 32,950 1001 2,05000
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A trial balance is taken,

Bond Construction Fund
Thial Bakance
October 15, 1967

Account Title Aﬁgf' Debit Chedit
Cash 7,966) 00
Fund Bafance 3,566]00
Appropriations 245,725100
Appropriation Expenditunes 241,525} 00
249,291|00 249,291 00

Since the project is now completed, the board requests a balance
sheet and a statement of receipts, expenditures and balances for the
Bond Construction Fund. Closing entries should be made as
follows:

GENERAL JOURNAL
BOND CONSTRUCTTON FUND Page 20
POST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF. AMOUNT AMOUNT
Oci?égs Appropniation 2040 245,725! 00
Appropriation Expenditunes 2050 241,325100
Fund Bafance 2010 4,400)00

To close the Appropriation and Apphro-~
prhation Expenditunes accounts to the

Fund Bafance account,

After the closing entries are made, the Balance Sheet and State-
ment of Receipts, Expenditures and Balances are prepared.
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BOND CONSTRUCTION FUND

Balance Sheet
October 15, 1967

Assets:
Cash. - o o e ——— 7, 966
Total asgets.  _ - ovcc e s 7, 966
Fund balance. . - - oo 7, 966

BOND CONSTRUCTION FUND

Statement of Receipts, Expenditures, and Balances
Mar. 15 through Oct. 15, 1967

Fiscal year | Fiscal year Total,
Items 1967, 1968, Mar. 15~
Mar. 15~ July 1- Oct. 15, 1967
June 30 QOct. 15
Beginning Balance. .- orco oo 0 247,600 |-
Receipts:
Sale of Bonds (Net) .- ... -_ ' 100, 000 0 100, 000
Transfer from General Fund. .. 150, 000 0 150, 000
Interest on Time Deposits.___ . 1, 875 379 2, 254
Investment Income._ - . - 0 1,312 1, 312
Total Receipts.. oo 251, 875 1, 691 253, 566
Total—Balance and Receipts. 251, 875 249, 291 253, 566
Expenditures:
Sites. - e 0 11, 000 11, 000
Buildings.. - e 4, 275 197, 375 201, 650
Equipment. .- 0 32, 950 32, 950
Total Expenditures. . - - .- .. 4,275 241, 325 245, 600
Ending Balance ... _.._. 247, 600 7, 966 7, 966
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Summary

use for construction or for a limited, specific purpose. If use is
restricted to a limited, specific purpose, a separate fund should be
| established and maintained.

E, (1) Construction Funds may be made aveilable either for general

(2) Where bonds are sold for construction only the net bond pro-
ceeds are recorded in Construction Fund accounts. (Premium and
accrued interest received from the sale should be credited to the
fund which subsequently will pay interest on the bonds.)

(3) A Contract Encumbrance is an obligation created by the issu-
ance of a construction contract. A Retained Percentage is an
agreed-on percentage of a contractor’s requisition which is with-
held from payments pending satisfactory completion of the project.

-
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| CHAPTER X1
‘. Fixed Assets Accounting

! Fixed assets were defined in Handbook II, Financial Accounting
! for Local and State School Systems,! as “Land, buildings, machinery,
furniture, and other equipment which the school district intends to
hold or continue in use over a long period of time. ‘Fixed’ denotes
probability or intent to continue use or possession, and does not
indicate immobility of an asset.” Fixed assets, unlike current
assets, are not ordinarily used to finance current operations. As is
pointed out on page 10, chapter II, fixed assets have the same rela-
tionship to long-term liabilities as current assets have to current
liabilities.

In commercial accounting, depreciation of fixed assets is an im-
portant expense item deductible for Federal income tax purposes,
and consequently reduces net profit and taxable income. Handbook
III, Property Accounting for Local and State School Systems,” defines
depreciation as a “Loss in value or service life of fixed assets because
* of wear and tear through use, elapse of time, inadequacy, or ob-
| solescence.” This “loss in value” in financial accounting is the
portion of the original cost of a fixed asset which is charged as an
expense during a specific period. However, in school accounting,
profit and loss have little significance, and therefore recording de-
preciation of fixed assets is of little importance.

C T T R R T R T T N ST T T T

Recording fixed assets

Fixed assets are recorded in a self-balancing group of accounts.
’ Since this group of accounts does not meet the fund concept as an

- - -

1 Reason and White, p. 223.

2 Paul L. Reason and George G. Tankard, Jr., Property Accounting jor Local
and State School Systems. Washington, U.8. Government Printing Office, 1959.
! (U.8. Department of Health, Education, and Welfare, Office of Education,
State Tiducational Records and Reports Series: Handbook III, Bulletin 1959,
No. 22.) P. 130, Glossary of terms.
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amount of resources to be used for definite purposes, the word
‘“fund” is a misnomer when used to refer to fixed assets; perhaps
“oroup of accounts” is more appropriate. As we have seen before,
balance is achieved by offsetting debit entries with credit entries.

Fixed assets should be entered in the financial records on the basis
of original cost, or, if the latter isn’t available, at estimated cost.
If they are acquired by gift, then the appraised value on the date
received is the appropriate amount to enter. Fixed assets are not
used exclusively in the operations of any one fund, nor do they belong
to any one fund. It was indicated previously that they do not
appear in the balance sheet of an operating fund because they must
be purchased from appropriations and the disbursement is classified
as an expenditure. When these assets are purchased from current
appropriations, it is obvious that such acquisitions must be antici-
pated when preparing the budget.

Remember that the July 11 transaction, shown in chapter V,
page 68, involved purchasing a current asset, prepaid expenses,
which was debited. 'This is a balance sheet item, whereas purchasing
fixed assets out of appropriations is shown as an expenditure, and,
of course, is not a General Fund balance sheet item. It is obvious
that the transaction for the disbursing fund cannot show the debit
entry to both expenditures and fixed assets. The debit entry to fixed
assets is made in a simultaneous entry in the Fized Asset group of
accounts, as seen below. Assume that $5,000 worth of equipment
is purchased. The entry in the General Fund accounts would be
as follows:

GENERAL JOURNAL
Page 1 ____
05 DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION el AMOUNT AT
955
lufy b YExpenditunes 5,0001 00
Cash 5,000100

Approprniation and Expenditure ledger details
Capital Outlay - Equipment - $5,000
Punchased equipment
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At the same time, the following entry must be made in the Fixed
Assets group of accounts:

GENERAL JOURNAL
FIXED ASSETS Page L
DATE ACCOUNT TITLE AND EXPLANATION RoeT AggﬂLT o
T9%6
July b ) Equipment {Cantrol) 5.000 0
Tnvestment in Fixed Assets~General Fund 5,000] 00

Eaudament Subsidiany Lodagh defgif:
Fumitune and Fixtunes [on other appro-

priate account)
To necond acquisition of fixed assets

Note that the entry on page 221 was charged to the Expendi-
tures control account in the General Ledger and the detail posted to
the Capital Outlay account previded for in the current appropria~
tions budget. Further, the second entry “sets up” the fixed assets in
a separate control account in the General Ledger, Equipment, and
also identifies the source from which the assets were deriyed. The
$5,000 credit to the surplus or equity account, Investments in Kixed
Assets—General Fund, means simply that fixed assets have increased
by that amount and that current revenue from the General Fund was
used for the acquisition. The Equipment Subsidiary Ledger will
contain as many subsidiary accounts as are needed to provide a
breakdown of different types of equipment. General Ledger control
accounts and subsidiary ledgers should also be established for the
other main classifications of fixed assets, Land and Buildings.

Other sources for the acquisition of fixed assets are gifts and bond
funds. Two or more funds might contribute to the total cost of a
fixed asset. The credit entry in this case would be broken down to
reveal the portion of the cost contributed by each source. Account-
ing for bond funds is covered in chapter 10.

Property accounts for fixed assets

School officials, for insurance valuation purposes, have found it
desirable to know the condition and life expectancy of fixed assets as
well as the current market value. Detailed, subsidiary fixed property
records are necessary to provide this information. Additional pur-
poses of these records are: (1) To fix accountability for the custody
and maintenance of individual items; and (2) to assist in approxi-
mating future requirements.

As mentioned above, the main classifications of fixed assets may be
used for the General Ledger control account titles. In the subsidiary
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ledger, all fixed assets belonging to a given school or department
might be grouped together—Land, Buildings, and Equipment
records segregated from the other school or department records.
Another method is to maintain subsidiary records for the entire
school according to each major fixed asset classification. Under this
plan, all subsidiary records for buildings would be grouped together;
however, there would be a breakdown within this grouping to identify
buildings with program or function. The method selected depends
upon the number and nature of fixed assets, accountability and
responsibility for fixed assets, and whether or not the records need to
be designed to be integrated into an automatic data processing
system of accounting.

A flexible, looseleaf ledger with specially designed sheets or cards
may be used to permit ease of shifting items from one group to
another. The subsidiary record, regardless of its physical form,
should at least provide for a complete description of the item to
permit positive identification; cost and purchase data; and its
location. A sample form, including a Property Code number entry
designating the general classification to which the account belongs, is
shown on page 224.

Disposals or retirement of fixed assets

When fixed assets are retired or otherwise disposed of, this should
be reflected in the records. If no cash is involved, the matter is
handled easily by elimination of the asset and reduction.of the surplus
or investment account which records its source. For example, if the
equipment in the example above were retired several years after
purchase without expense or revenue to the school district, the follow-
ing entry would be made in the Fixed Assets group of accounts:

GENERAL JOURNAL
FIXED ASSETS Page 2
DATE ACCOUNT TITLE AND EXPLANATION ey Ao T
5332 20| Tnvestiment in Eixed Assets-Genenap Fund 5,000 Yo
Equipment {control) 5,000} 00

Equipment Subsidiany Ledaer detaif:
Specifde account under Equipment - 5,004

Disposal on netinewent of equipment
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Note that this is the exact opposite of the entry recorded when the
purchase was made; obviously, the credit entry to the fixed asset
account, Equipment, removes the item(s) from the records. The
detail should be posted to the pertinent account in the subsidiary
ledger, after which the account is transferred to an inactive file.

HYPOTHETICAL SCHOOL DISTRICT
Equipment Ledger

Property code No. —
Identification No.

Description (indicate new or used)
Manufacturer
Manufacturer’s serial No. Model
Date of purchase Purchase reference
Cost:
Invoice prics §.
Freight $
Installation
$
$

Other costs
Total
Loecation

Disposal
Disposal approved by Reference
Reason Date
How disposed of (sold, scrapped, ete.)
Age at date of disposal —_ Amount realized

Date Reference Additions, betterments, major repairs | Amount

If fixed assets are sold, the following entries must be made in the
Fixed Assets group of accounts:
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GENERAL JOURNAL

FIXED ASSETS Page .3 .
DATE ACCOUNT TITLE AND EXPLANATION ';?:T AA%?}LT f&gﬂ,{”
1966
Juby 27 Investment in Fixed Assets-Genenal Fund 100 100
Equipment (contnof} 100} 00

Equipment Subsidiany ledgenr detail:
Fumitune and Fixtunes - 100,00
! Sale o4 Equipment

The entry above removes the $100 item of furniture from the
Fixed Asset group of accounts. However, it is also necessary to
record the transaction in the General Fund as follows (in this ex-
ainple, the item is sold for $10):

GENERAL JOURNAL
Page.. 3 .
DATE ACCOUNT TITLE AND EXPLANATION ’,;?FST M%?}LT ACQ?JLT
1966
Tuly 27} Cah 10 160
Revenue 10{ 00

Rgvgnug Ledgen detail:
Othen Revenue 4nom Locaf Sounces - 10,0
To necord safe of . sixed agset

If there is a cost connected with disposal of fixed assets, an entry
similar to the first of the above two entries would be made to remove
the fixed asset(s) from the records. In addition, the expenditure
for removing the fixed asset would be recorded in the appropriate
Genera! Fund account, that is, debit expenditure and credit cash.

If a fixed asset is traded in on the purchase of a new fixed asset,
the following entries are made in the Fixed Assets group of accounts
(in this example the new fixed asset costs $10,000, the trade-in
value of the old asset is $2,000, and the original cost of the old
asset was $9,000):

GENERAL JOURNAL
FIXED ASSETS Page .3
DATE ACCOUNT TITLE AND EXPLANATION ’;?FST M‘j‘g‘i}LT f&g"l}LT
1955
Jufy 27{1nvestment in Fixed Asseta-Genenal Fund 9,000 00
Equipment (contrnof) 9,000(00

Equioment Subsidiany Lodgon defadl:
Funniture and Fixtunes - 9,000,00
Trhade-in of old equipment for new

eoudpment
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The entry above removes the traded-in equipment from the
property records. The following two entries (in the General Fund
accounts and Fixed Assets group of accounts, respectively) record
the purchase of the new equipment:

GENERAL JOURNAL
Page.. 3
DATE ACCOUNT TITLE /ND EXPLANATION el i T
1956
July 27| Expenditunes 8,000 yo
i Cash 8,000/ 00
Appropriation and Expenditune Ledaer details
Capital OQutfay - Equipment §,000,00
Punchased 10,000 wonth of furnitune
with a 2,000 thade-in,
GENERAL JOURNAL
FIXED ASSETS Page 3
DATE ACCOUNT TITLE AND EXPLANATION ﬁff AﬁéﬂLT ;ﬁgﬂLT
}Zléig 27| Equipment [Conthof) _ 10,000] 00
Investment in Fixed Assets - Genenal
Fund 10,000500
Equiarnent Subsidiany Ledaen detail:

Furnitune and Fixtures 10,000.00

To _necond acquisition of funnitune -

old {urniture “raded fon a 2,000,00

allowance,

The three entries illustrated above accomplish three things: (1)
Remove old assets from the property records; (2) charge the General
Fund with the expenditure; (3) record the acquisition of the new
equipment,

Inventories of fixed assets

Certain fixed assets, such as furniture and equipment, should be
inventoried each year—usually at the end of the school year before
the staff members leave. At the beginning of the school year the
custodians of the property can be given a complete list of all fixed
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assets under their general jurisdiction. Any discrepancies between
what is shown on the list and what is on hand should be settled and
the list returned to the business office. During the school year, any
transferring of fixed assets should be recorded on these lists. At
the end of the school year, the lists are returned to the custodian of
the property and an inventory is made. Any items missing are listed,
and the forms returned to the business office. A thorough search
is made for any missing fixed assets, and those that cannot be located
are written off in accordance with established policy. A form should
be devised for recording transfer of property from one department to
another. Usually three copies are sufficient: one for the transferor,
one for the transferee, and one for the business office.

A valuable “byproduct’’ of an inventory of fixed assets is the
opportunity presented for surveying the physical condition of such
assets. Those that need repair, maintenance, or replacement can
be identified, and these activities can be scheduled for the summer
months. It also permits the transfer of idle equipment to where it
may be needed, saving money iustead of spending it to purchase
additional items.

Movable fixed assets should be marked numerically or with some
kind of a code to permit positive identification. Labels or tags may
be used; however, indelible ink or stamping provide a more durable
identification. The inventory process goes much faster if the mark-
ings are put in the same place for the same items; for example, on
the lower right-hand side on all office desks. For further information,
see Handbook III, Property Accounting for Local and State School
Systems,? and the accompanying Guide.*

Statements of fixed assets

At the end of the fiscal year, which in most cases is June 30, a
Statement of Fixed Assets is prepared. This statement exhibits the
balances of the fixed asset accounts as of the date it is prepared;
these assets are offset by the surplus or investment accounts, which
show the source from which the assets were derived (bonds, revenue,
gifts, etc.). Thus, it is simply a matter of listing all of the account
balances in the Fixed Asset group of accounts. Since the latter are
self-balancing, the total value of all fixed assets should equal the
total investment in fixed assets. A sample statement is shown on
page 228.

8 Ibid, chs. I and II.

4 Charles T. Roberts, Guide for Implementing Handbook III, Property Ac-
counting for Local and State School Systems. Washington, U.S. Government
Printing Office, 1963. (U.S. Department of Health, Education, and Welfare,
Office of Education): OE-23029.

227




HYPOTHETICAL SCHOOL DISTRICT

Statement of Fixed Assets
June 30, 1967

Assets:
Land . o e $100, 000
Buildings . e oo e 1, 000, 000
Equipment.. . .. oo o e 200, 000
Total Fixed AsBets . - o oo e e $1, 300, 000
Investment in Fixed Assets:
General Fund Revenue. . .. ..o e $120, 000
Bond Funds. ..o e 1, 050, 000
Gt o o e e e e 20, 000
State Grants. . o e 10, 000
Federal Grants. ... .. oo e 100, 000
Total Investment in Fixed Assets._._..._. e e $1, 300, 000
Summary

(1) Fixed Assets include land, buildings, machinery, furniture, and
other equipment which the school district intends to hold or continue
in use over a long period of time. ‘“Fixed” denotes probability or
intent to continue use or possession, and does not indicate immobility
of an asset.

(2) Records should be maintained which provide the following
information about fixed assets: (1) Complete Description; (2) Cost
and Purchase Data; and (3) Location.

(3) An Inventory o1 Fixed Assets should be made at least once a year.

(4) A listing of all fixed asset account balances is called a Statement
of Fixed Assets.
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CHAPTER XIiI
Program Cost Accounting

Frequently new programs are initiated by boards of education—
kindergarten, adult education or community college; or State or
Federal funds are accepted for a specific purpose. Such programs
call for separate and complete accountability.

Accountability can be provided for in either of two ways—fund
accounting or program cost accounting.

Other chapters have dealt with specific types of fund accounting
(Cafeteria Fund, Construction Fund, and Debt Funds). However,
separate funds generally are established only when separate accounta-
bility must be provided for assets, liabilities, fund balance, receipts,
and expenditures.

Program cost accounting involves maintaining separate expendi-
ture accounts—a separate expenditure ledger for each program.

Both of these methods involve maintaining separate expenditure
accounts, though fund accounting requires, in addition, the main-
tenance of separate General Ledger accounts.

In determining whether to use fund accounting or program cost
accounting, as a general rule, remember that additional funds should
be established only when it is essential to do so. Funds are felt to
be too restrictive—too controlling in the use of monies.

In chapter IV, pages 42-43, a sequence of expenditure accounts
(based on Handbook II) is used. If the Hypothetical School District,
is to establish and maintain program cost accounts, it would use the
same sequence of accounts and from it select all those accounts which
will be used in the program.

In accounting for program costs the following steps should be
observed—

(1) know precisely what the program will involve;

(2) determine which accounts in the regular chart of expendi-
ture accounts will be needed for the new program, then deter-
mine additional accounts needed;

(3) prepare the budget in terms of those accounts;

(4) prepare Appropriation and Expenditure Ledger sheets or
cards for each accotnt;

(6) prepare the journal entry;
(6) post the journal entry to the proper accounts;
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(7) post all encumbrances, expenditures, and liquidations re-
lating to the program to its accounts; and

(8) prepare and issue statements which reflect the status of the
budget for the program. |

To illustrate: the Hypothetical School District appropriates
$50,000 for the first year of operation of a kindergarten program.
It will use vacant classrooms in a building presently being used as
‘ an elementary school. The program will be conducted by three
! teachers with supervision provided by the building principal for
! which he will be paid additional salary. Additional salary will be
| paid to the custodian. Furniture and equipment will be purchased.
(0 Since no utility rate increases are contemplated, any increase in the
! *3 cost of electricity or fuel will be assumed to be a cost of the program.
| Minor repairs to the classrooms will be necessary. Health services
will be provided. No additional administrative cosis are contem-
plated. Transportation will be provided.

Looking at the sequence of accounts on pages 42-43, chapter IV,
what accounts will be needed?

CHART OF ACCOUNTS
Kindergarten program
No administrative costs are
| contemplated |
P Under Instruction, additional salary Instructional Salaries, Principal |
i will be paid the principal |
f Teachers will be employed Instructional Salaries, Teachers
Teaching supplies will be needed Teaching Supplies
Other expenses of instruction may be Other Expense
incurred
Health services will be provided Health—=Salaries
Health—Other Expense
Transportation will be provided Transportation by Contract |
b Custodial services will be necessary, Operation of Plant—Salaries
P as will utilities Operation of Plant—Heat
, Operation of Plant— Utilities
0 Operation of Plant—=Supplies
) Operation of Plant—Other Expense
;| Minor repairs will be made to the Maintenance of Plant—Contracted
o clagsroom Services
; ' Retirement and social security costs Fixed Charges—Employers Con-
| must be provided for tribution to Employce Retirement
} Fixed Charges—Employers Contribu-
tion to Social Security
j Fixed Charges—Insurance
' Furniture and equipment will be Capital Qutlay—Equipment
purchased
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The budget for the program should be posted to the Appropria-
tion and Expenditure Ledger—Kindergarten Program just as the
General Fund budget was posted in chapter IV.

Assume the following budget for the program.

INsTRUCTION
211. Salaries—Principals_ ... ... ... ___________._____ $1, 200
213. Salaries—Teachers_.__.___ .. __________ e 20, 400
; 240. Teaching Supplies___ ... ________________ 1, 200
’ 250. Other Expense. ... ... ... ____________ 300
HEALTH SERVICES
410, Salaries. ... ... .. e e e 500
420. Other Expenses........_..__.._..____ ... 100

PupIL TRANSPORTATION SERVICES
520. Contracted Services and Public Carriers.. .. ... __________ 1, 000

OPERATION OF PLANT

610. Salaries. ... _____ .. . . ___________ 600

630. Heat for Buildings.. ______________________________ . 750

640. Utilities, Except Heat.......___._.._._____._________ 210

650. Supplies- ... 150

660. Other Expense_ . ____._______________._____ .. . 50
MAINTENANCE OF PLANT

720. Contracted Services_-_.._.._.____.__________________ 450
Fixep CHARGES

810. Contribution to Employee Retirement_ .. ... __________ ___ 490

820. Insurance ... ... ... ... ... __ 100

CaprTaL OUTLAY
1230. Equipment. ... ... ... __________._ . 22, 500

If the district had approved the Kindergarten Program budget at
the same time as it did the budget on pages 42—43, chapter IV, the
journal entry on page 44 could have been drawn as follows:
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GENERAL JOURNAL

Page .
POST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF, AMOUNT AMOUNT
1966
Iuby 1 |Fund Bafance 689,930] 00
Appropriations 689,930]00

To necond and establish the Approphi-

ations control account in the General

Ledgen for the approved General Fund

budget fon fiscal yean 1966-67. The

total budget of $689,930 is approphri-

_ated as follows:

Regulan Day School 639,930
Kindengarten Progham 50,000
Total Appropniated 689,930

Detailed brealidown of appropriations

is eisted below:

Regular Day School
Acet, ¥ Title Amount
110 Admin,, Sakaries $ 18,600,00
120  Admin., Contr. Services 250.00
130  Admén,, Othen Expenses 300,00
211 Indtr., Principaf's Saf,  30,000.00
212 Instr., Supervisor's Sal.  20,000.00
213 Insth., Teachers' Sak. 390,000.00
| 214 Instn,, Libhrarian Sak, §,000.00
- 215 _Instn,, Clenks' Sakl, 8,000,00
216  Instr,, Teacher Assists.Sal. 7,500.00
220  Instn,, Textboobs 2,000,00
230  Inatr., Librany Supplies 700.00
240 Instn., Teaching Supplies 1,700.00
250 Tnatn,, Othen Expenses 500,00
410 Health, Nunrse's Sak, 3,800.00
420 Health, Other Expenses 200,00
520 Transportation Contract 4,150.00
610  Operation of Plant, Sak., 20,000.00
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o GENERAL JOURNAL
i Poge .2 .
I' DATE ACCOUNT TITLE AND EXPLANATION PoeT AT s o
" 630 Openation of Plant, Heat 6,000,00
B 640 _ Openation of Plant, Utif.  2,100.00
i 650 Operation o4 Plant, Supp. 690,00
!J 660 Openation of Plant,Othen Exp. 100,00
I 720 Maint, of Plant, Contr, Sen, 3,700,00
130 Had  poant, Rept !
04 Equdip, 1,400.00
| 810 _Fixed Chnga., Ret. & FICA  45,600.00
ﬁ, 20 Fixed Clhngs., Ins, Prem, 2,700,00
f i 110 Conm, Sex., Recreation 500,0
‘ 1130 Comm, Sen,, Pub, Liba, 500,00
1220 Capital Qutfay, Bldgs. 22,000,00
| 1230 _ Capital Outlay, Equip. 4,000,00
? 1310 Debt Ser,, Principal 32,000,00
| 1320 Debt Ser., Intengst 2,500, 00
1410  Qutaoding Thans,, Tuition 440,00
Total Reg, Day School $639,930,00
i —__Kindenaanten Prognam
’ Acct, ¥ Title Amount
‘ K-211 Instn,, Principab's Sal. 1,200 K~211
K~213 _Instr., Teachens' Sal, 20,400[K~213
=240 Tnstn., Teaching Supplies 1,200{K~240
K-250 Insin,, Other Expenses 300[K~250
-410 Heafth, Nunse's Sal, 500[K~410
-420 Hegfth, Othen Expendes 100 K~420
~520 Transpontation Conthact 1,000\ K-520
| k-610_Openation of Plant, Sal. 600|K=610
¢ 630 Openation of Plant, Heat 750] K~630
‘ _ IK-640 Openation of Plant, Utitities _ 210|K-640
} ‘ K~650 Operation of Plant, Supplies 150] K~650
; K-660 Operation of Plant, Other Exp, 50| K~660
!
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GENERAL JOURNAL

Page 3 ..
POST DEBIT CREDIT
DATE ACCOUNT TITLE AND EXPLANATION REF, AMOUNT AMOLINT

heet, No. Title Amount
K=720 Main. of PPant, Cont. Sehv. 4501K-720
K-§10 Fixed Changes, Retine. & T'ICA _ 4901K-810
K-820 Fixed Changes, Tnsunance 100]|K-820
K~1230 Cap, Out,, Equip, 22,5001 K~1230
Totaf Kindenganten Project 50

|

Once the journal entry has been prepared, new accounts should be
established and the journal entry should then be posted to the
proper accounts as shown on the following pages. As purchase
orders are written, items purchased for each program should be
clearly designated so that encumbrances may be entered in the
proper accounts. Liquidations and expenditures also must be
segregated to insure proper posting.
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APPROPRIATION AND EXPENDITURE LEDGER

Account # K-200 Page.,.1
Account Description _Kind n - Insthuction
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, APP?!%PSLA- ENCUM- E’T‘SEED" EXPENDI- |BRANCES;AND| CUMBERED
OBLIGATE | LIQUIDATE |  BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyl] J-1 123,100 (00 23,100 {00

APPROPRIATION AND EXPENDITURE LEDGER

Account ¥ _K-210 Page !
Account Description _Kinderganten - Instruction - Salaries
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, AP"?'%P;‘J'SA' ENCUM- E’T(SEE;D" EXPENDI- |BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
ulyl -1 121,600 po 21,60000

APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ __K=211 Page !
Account Description Kindergas *en-Tnstruction ~ Salanies, Principals

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP%%’:}'SA' ENCUM- E’T‘S:;D" EXPENDI- [BRANCES,AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyl] J-1 1,200 ]00 1,200 |00

APPROPRIATION AND EXPENDITURE LEDGER
Account # _K-213 Page,_ 1
Account Description Kindenganten-Insthuction - Salaries, Teachers

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, AP"?‘%”NR'SA' encUM- | EXPENDI= | expeNDI- |sRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyl| J-1 120,400 W00 00,400 00
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APPROPRIATION AND EXPENDITURE LEDGER
Account # K-240 Page._!
Account Description Kindengarten-Tnsthuction - Teaching Supplies

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APPT"IOOPQ'SA" ENCUM- E’T‘SEE“S"" EXPENDI~ |BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI~ | BALANCE
TURES
66
Julyl| J-1 ] 1,200 po 1,200 po
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _K-250 Page I
Account Description _Kinderganten-Tnstruction - Othen Expense
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM~ | UNEM~
DATE | REF. A"PTRIOOPQ'SA' ENCUM- E’T‘Sﬁg‘s"" EXPENDI~ [BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI~ | BALANCE
TURES
1966
Jubyl] J-1 300 [00 300 |00
APPROPRIATION AND EXPENDITURE LEDGER
Account # K-400 Page !
Account Description Kind n - Health Services
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM~
DATE | REF. APP;‘I%‘;L“SA' ENCUM- E’T‘Sgg‘s"" EXPENDI= {BRAINCES,AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
66
Julyl| J-1 600 00 600 100
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ K-410 Page._l
Account Description _Kindenganten-Health Services ~ Nurse's Sabary
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP;‘IOOPN“'SA' £} ICUM~ E’T‘Lﬁ;g"" EXPENDI= [BRANCES.AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jukyl] 3-1 500 loo 500 l0g
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APPROPRIATION AND EXPENDITURE LEDGER

Account ¥ _K-420 Page_ |
Account Description _Kinderaanten-flealth Services - Other Expenses
ENCUMBRANCES TOTAL
TOTAL TOTAL EMCUM- | UNEM-
DATE | REF. APP%%‘;\IRQA' ENCUM- E?&Eg”"' EXPENDI- |BRANCES/AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES 1URES EXPENDI- | BALANCE
TURES
7966 ;
Julyl| J-1 100 100 100 100
. P
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ K-500 Page_ 1
Account Description _K{nderganten-Pupif Transportation Services
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP;‘I%’;'\};A' ENCUM- E;‘Jgg"" EXPENDI- |BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Julyly 3-1 1 1,000]00 1,000 100
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _K-520 . . ) Page .1
ndengarnten-Pupdll Transportation Services -
Account Description _Contracted Services and Public Carriens
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP;‘]%’;'\}('SA' ENCUM- E’T‘Jggb" EXPENDI- {BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966 |
Julyl| J-1 | 1,000 l00 1,000 100
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _K-600 Page 1.
Account Description _Kindeaganten - Openation of Peant
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP%%’;'\};A' ENCUM- | EXPERDI | exPENDI- [BRANCESAND] CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966 }
Jubyll 1.7 | 1,760 l00 ! 1,760 100
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APPROPRIATION AND EXPENDITURE LEDGER

Account # K-610 Page 1
Account Description Kinderganten - Operation of Plant - Salaries
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF, AP"]!‘,%':J‘;A' ENCUM- E’;SEED" EXPENDI- |BRANCES AND] CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl] 7-1 600 100 600 j00
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _K-630 Page _1____
Account Description Kinderganten - Operation of Plant - Heat fon Buildings
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. AP"%%‘;’J"SA" ENCUM- Eﬁgﬁg"" EXPENDI- |BRANCES,AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPEND|~ | BALANCE
TURES
1966
Julyl] J-1 750 100 750 100
. APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ K-640 Page _1___ .
Account Description Kinderganten - Operation of Plant - Utilities, Except Heat
4 ENCUMBRANCES TOTAL
" TOTAL TOTAL ENCUM- | UNEM~
DA REF. APP?,%‘;’:;A' ENCUM- E;‘S:g"" EXPENDI- [BRANCES; AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPEND!- | BALANCE
TURES
1966
Jubyl] 3-1 210 po 210 o
APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _K-650 _ Page 1
Account Description Kinderganten - Qperation of Plant - Supplies
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. A""T"I%':j;’*' ENcuM- | EXPENDI= | expeNDI- JsRaNCES/AND| cuMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
Jubyl] 3-1 150 po 150 ho
I
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APPROPRIATION AND EXPENDITURE LEDGER

Account f K-660 Page._1
Account Description Kinderganten - Operation of Plant - Other Expense
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM=
DATE | ReF. |APPROPRIA- ENCUM- E’T‘SE!’;‘S"" EXPENDI~ BRANCES|AND| CUMBERED
TIONS | OBLIGATE | LIQUIDATE | BRANCES TURES EXPEND|- | BALANCE
TURES
1966
Jubyl] J-1 50 100 50 |00
APPROPRIATION AND EXPENDITURE LEDGER
Account #K=700 Page 1.
Account Description Kindenganten - Maintenance of Plant
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM~ | UNEM-
pate | rer. “PP{‘%P“'SA' ENCUM-~ E’T‘Ssg‘so" EXPEND!- |BRANCES AND| CUMBERED
N OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966 '
Julyl] 3-1 450 |00 450 |00
APPROPRIATION AND EXPENDITURE LEDGER
Account f _K-720 Page_1_
Account Description K4 - Maintenance of Plant - Contracted Seavices
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP%%’;L“SA' ENCUM-~ E’T‘SEE‘S"" EXPENDI- |BRANCES/AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966 i
Jubyl] 3-1 450 00 450 |00
APPROPRIATION AND EXPENDITURE LEDGER
Account #K-800 Page ..!
Account Description _Kindenganten - Fixed Changes
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | rer. |APPROPRIA- ENCUM- E’T‘SEE‘;"" EXPENDI- |BRANCES/AND| CUMBERED
TIONS | OBLIGATE { LIQUIDATE | BRANCES R URES EXPENDI- | BALANCE
TURES
1966
Jubyl| J-1 590 J0¢ 590 100
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| [ ‘ APPROPRIATION AND EXPENDITURE LEDGER
Account ¥ _K-§10 Page ]

' Account DescriptionK{ndenganten - Fixed Changes - Contrnibution to Employee Retiiement

ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
[ DATE | REF. A””}‘I%"f"s’*’ ENCUM- E’T‘SEE“S"" EXPENDI- |BRANCES AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE

TURES

1966
uby 1| J-1 490 {00 490 00

Ly

APPROPRIATION AND EXPENDITURE LEDGER ]
Account # K-820 Page 1 i
Account Description Kindenganten - Fixed Changes - Tnsurance
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APPTRIOO’:ﬁ'SA- ENCUM- E’T‘SEE‘SD" EXPENDI- |BRANCES, AND| CUMBERED
, OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
. TURES
| 1966
% ulyll J-1 19000 100 po

APPROPRIATION AND EXPENDITURE LEDGER |
Account #K-1200 Page 1 ..

Account Description Kinderganten - Capital Outlay ’

ENCUMBRANCES TOTAL
i TOTAL TOTAL ENCUM= UNEM-~ Z
b . DATE | REF. A””TRI%’;’}'SA' ENCUM- | EXFERDI= | expenp)- lerANCES|AND| cumBERED '
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE !
TURES ;
i
1966 :
Juby 11 3-1 j22,500 loo 22,500 100
APPROPRIATION AND EXPENDITURE LEDGER
Account #K-1230 Page 1 i
t Accouat Description Kindenganten ~ Capitaf Outfay - Equipment
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | ReF. A””ﬁ%’:ﬁ's’*' ENCUM- E’T‘SEE‘SD" EXPENDI- |BRANCESJAND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPENDI- | BALANCE
TURES
1966
wly 1| J-1122,500100] 22,500 ]00%
¥
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In districts where records are maintained for more than one
program, items such as utilities, heat, and custodial services may not
be chargeable directly to each program because the exact charge
to be made is not readily discernible. In such cases it is necessary
to prorate costs among the programs. Since prorating presents
probably the most difficult problems in program cost accounting,
chapter 8 of Handbook II, which deals with ‘“Prorating Expendi-
tures,” is quoted hereafter, in its entirety, to provide assistance in
solving these problems.

FINANCIAL ACCOUNTING FOR
LOCAL AND STATE SCHOOL SYSTEMS

Standard Receipt and Expenditure Accounts
CHAPTER 8. Prorating Expenditures

The public schools are continually extending the benefits of their educational
programs to more and more groups. In evidence of this are the growing empha-
sis on adult education and the extension of public education in some States to
encompass the 13th and 14th grades. Increasing cfforts to achieve maximum
utilization have resulted in the extensive use of school facilities. for many pur-
poses in addition to the primary one for which the facilities were erected, namely,
the education of children.

These significant trends have created important problems concerning the
classification of expenditures. Whenever an expenditure occurs, it is always
necessary to determine the account under which it should be recorded. As long
as an expenditure is for a single purpose the problem is not so great. For
example, a salary paid to a full-time clementary school teacher presents no
difficult problem of classification. It is recorded under the instruction account.
However, the situation is different when a person who performs custodial work
also drives a schoolbus. Here, a single expenditure—the salary of this indi-
vidual—is made for two purposcs, operation of plant and pupil transportation.
The problem here is to determine what part of the salary is properly an expense
of operation of plant and what part is properly an expense of the pupil transpor-
tation program.

Similar problems exist with respect to other expenditures. When the school
building is used for adult education classes in the evening, there is the problem
of determining what parts of the expenditures for light, heat, ete., are properly
an expense of the adult education program. Likewise, if the school building is
used for community recreation or social activities, a similar problem exists in
separating costs for education from noneducational costs.

NECESSITY FOR PRORATION

No school system can afford to ignore the problem of prorating cxpenditures.
For what is the alternative? It is to record total salaries on the basis of major
portion of time, and to record total expenditures under the activity accounts to
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which the major part of an expenditure applies. To illustrate this alternative
in the handling of salaries, consider the example cited above of a person who
performs custodial work and also drives a schoolbus. In this case, if the person
spent more time in custodial work than in driving the bus, the salary would be
recorded under the operation of plant accounts; if more time was spent in the
pupil transportation program, the salary would be recorded under the pupil
transportation accounts. With this alternative, expenditures other than salaries
would be handled in a similar manner. TFor example, if the school buildings
were open evenings for community activities, expenditures for the heating of
the school buildings would be recorded under the regular day school accounts
because the major portion of the heating expenditure was for the regular day
school program.

While the alternative to prorating is simple, unfortunately, it does not, for
local district purposes, present accurate information concerning the services and
the benefits that are being obtained for the money being spent. Most school
districts have many services which are performed by individuals serving more
than one function, and different activities which share the same facilities as
those used by the regular day schools. Because of these conditions, it is highly
probable that without proration the accounts of such districts would show no
money being spent for services that are actually being provided and paid for,
while showing excessive sums of money being spent on certain activities for the
amount of services being provided. Thus, there is the necessity for prorating
individual expenditures made for more than one purpose-—a necessity for deter-
mining the proportionate parts of such expenditures that are properly chargeable
to different accounts.

METHODS FOR PRORATING EXPENDITURES

There are many methods used for prorating expenditures. The most common
of these have for a basis either: (1) time; (2) average daily membership or
average daily attendance; (3) time-floor-area; (4) hour-consumption; (5) number
of pupils; (6) mileage; or (7) quantity consumed.

Undoubtedly, there will at times be expenditures to which these methods will
not apply. In such cases, some method adjusted to particular local conditions,
or modifications in the methods presented here, may be necessary.

The time method for prorating consists of allocating a part of an expenditure
to a given activity in proportion to the time spent in the activity. For example,
suppose a person teaches during 75 percent of his employed time, and supervises
student-body activities during the other 25 percent. In this case, 75 percent of
his salary would be recorded under instruction accounts and 25 percent recorded
under student-body activities accounts.

The average-daily-membership method for prorating consists of allocating a part
of an expenditure to a given activity in proportion to the average daily member-
ship of the pupils engaged in the activity. For example, suppose it is desired
to prorate a $2,100 general administrative expenditure between the regular day
school azcounts and the adult education accounts; the regular day school ADM
is 2,000; the regular schoolday is 5 hours, 5 days per week; and an average of
500 adults are on the rolls of evening classes which are in session 5 hours per
week. In this case, it is first necessary to convert the membership for adult
education classes into comparable units with the regular day schools. If the
adult education classes were in session for 25 hours per week, the ADM for
adult education would, of course, be 500. Since the adult education classes are
in session only one-fifth as long as the regular day schools (5 hours compared
to 25), the converted ADM for adult education is 500 divided by 5, or 100 ADM.
Thus, for prorating, the total ADM for the school system is 2,000 plus 100, or
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2,100. The part of the $2,100 to be charged to the regular day school accounts
is in the ratio of 2,000 ADM to 2,100 ADM, or $2,000; and the part to be charged
to adult education accounts is in the ratio of 100 ADM to 2,100 ADM, or $100.
In using this method of prorating, if it is determined that the activities are in
session approximately the same length of time, the steps involving conversion of
ADM can be climjnated. The above procedurcs are also used when prorating
on the basis of average daily attendance, except that average daily attendance
is substituted for average daily membership.

The time-floor-area method for prorating consists of allocating a part of an
expenditure to a given activity in proportion to the gross flcor area used by
the activity, and the length of time the floor area is used. For example, suppose
it is desired to prorate a $12,000 custodial expenditure between secondary
school accounts and adult education accounts when the two programs use the
same building, the regular school weck is 25 hours, the gross floor area of the
building is 30,000 square fcet, and the adult education program used 6,000
square feet of floor space 5 hours a week. Based on floor area alone, the part
of the $12,000 chargeable to adult education accounts would be in the ratio
of 6,000 square feet to 30,000 squarc feet, or $2,400. However, the adult
education program uses the school facilities only five-thirtieths, or one-sixth of the
total time, Therefore, adult education would be charged with one-sixth of the
$2,400, or $400, and the secondary school accounts charged with $12,000 minus
the $400, or $11,600. In using this method of prorating, if it is determined
that the activities concerned use their facilities concurrently, the steps involving
the time element can be eliminated, and the expenditures prorated in propor-
tion to the gross floor area used. When the actual amount of fuel consumed
is not known, floor area is recommended in preference to cubage as a basis
for prorating fuel expenditures for three reasons: (1) Where the need for pro-
ration of fuel expenditures js most common (in a single building shared by
different activities), ceiling height is usually uniform, except for the gymnasium
or auditorium, so that square footage or cubic footage would yield fairly com-
parable results; (2) area is also easier to obtain and apply than cubage; and
(3) area is also used for prorating other operation of plant and maintenance
of plant expenditures, eliminating the necessity for calculating another basis
for prorating.

The hour-consumption method for proraling consists of allocating a part of
an expenditure to a given activity in proportion to the length of time the activ-
ity uses facilities, and the hourly rate at which the utility is consumed in the
use of such facilities. It applies primarily to expenditures for water, electricity,
and gas, except for heating. For example, if adult education classes use shop
facilities, the hourly rate of consumption of electricity for the facilities would
be multiplied by the number of hours the facilities were used by adult education
classes. This figure would be the amount of electricity used by adult education,
and a part of the expenditure for electricity would be prorated to adult edu-
cation accounts in proportion to the amount used. When various facilities
are metered separately, the hourly rate of consumption can be determined
from meter readings. When facilities are not metered separately, it would
be necessary to estimate the hourly rate of consumption. Local utility com-
panies can provide assistance in making such estimates in line with local
conditions.

The number-of-pupils method of prorating consists of allocating a part of an
expenditure to a given activity in proportion to the actual number (not ADM
or ADA) of pupils involved. It applies primarily to expenditures for trans-
porting special groups of pupils, such as nonpublic school pupils. For example,
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suppose 500 pupils were transported to school at public expense over regular
bus routes, and that in this total there were 100 nonpublic school pupils. In
this case, one-fifth of the expenditure for the regular transportation would
be charged to community services accounts.

The mileage method for prorating consists of allocating a part of an expenditure
to a given activity in proportion to the mileage traveled for the activity. It
applies primarily to expenditures for special kinds of transportation services
such as transporting pupils on field trips or to athletic contests.

The quantity-consumed method for prorating consists of allocating a part of
an expenditure to a given activity in proportion to the actual consumption of
supplies or other commodities. Under this method, an actual count is kept
of the materials used by an activity, and a part of the total expenditure for
the materials is allocated to the activity’'s accounts on the basis of the amount
used by the activity. For example, suppose $1,000 worth of paper was pur-
chased and one-fifth of the paper was used by the adult education program.
In this case, one-fifth of $1,000, or $200, would be recorded under aduly education

accounts.

CONSIDERATIONS IN SELECTING A METHOD FOR PRORATING EXPENDI-
TURES

One of the most important considerations in selecting a method for prorating
expenditures is that it have a direct relationship to the activity for which the
expenditure is being prorated. To illustrate, floor area has little, if any, direct
bearing on determining the workload of a teacher. Consequently, it could not
qualify as a desirable basis for prorating teachers’ salaries. Yet, floor area is a
very significant factor in determining the workload of a janitor, and would be a
desirable element in prorating janitors’ salaries.

Also important in selecting & method for prorating are the practical con-
siderations involved. The method must be as simple as conditions will allow,
and it must be feasible to apply.

No single method will suffice for prorating the many different kinds of ex-
penditures involved in school finance. Within a given job classification, time
is usually the most important determinant of workload, and, for a given job,
personal services are usually hired on the basis of time. That is, a teacher is
paid a full-time salary or a part-time galary on the basis of amount of time or.
the job. Therefore, time constitutes a most equitable basis for prorating
salary expenditures. When it is not possible to prorate salaries easily on a
time basis, it is necessary to use some other closely related methed.

For some activities, such as general administrative and supervisory salaries,
average daily membership or average daily attendance may be the most satis-
factory alternate prorating method. This is on the assumption that the more
children in membership or in attendance for a given program area (i.e., ele-
mentary schools), the greater is the portion of time devoted to the program
area by general administrative and supervisory personnel.

For other activities, such as custodial and maintenance salaries, floor area
may be the most satisfactory alternate method. This is on the assumption
that the greater the floor area allotted to a given program area (i.e., elementary
schools), the more work is involved for the custodial and maintenance personnel.

For salary expenditures incurred in providing transportation services for
special groups of pupils, or in providing special transportation services, the
number of pupils involved and mileage involved, respectively, may constitute
the more desirable methods.
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For most expenditures other than salaries, time as a basis for prorating is of
little value. For many of such expenditures, average daily membership or
average daily attendance constitutes a desirable basis for prorating, for similar
reasons as those presented in connection with salaries. That is, generally o
greater number of pupils use a greater amount of supplies and are the cause for
a greater portion of various overhead costs. Also, floor area may constitute a
more desirable basis for prorating some other expenditure beside salaries. For
certain expenditures, still other methods may be more desirable.

APPLICATION OF THE METHODS FOR PRORATING

There are three basic prorating problems with which this handbook is con-
cerned: (1) Prorating between basic functional classifications, for example,
prorating between operation of plant and maintenance of plant accounts, the
salary of a person who performs both custodial and maintenance work; (2)
Prorating between program areas or organization units (elementary schools,
secondary schools, summer schools, community colleges, ete.), for example,
prorating between the elementary school and the secondary school accounts,
the salary of a teacher who serves both an elementary and a secondary school;
and (3) Prorating expenditures to community services accounts, for example,
prorating the expenditures for heat, light, ctec., for community social activities,
forums, plays, ete., which are held in school buildings.

Prorating between functions usually requires only two methods for allocating
most expenditures. The time method is recommended for prorating salaries,
and the quantity-consumed method is recommended for prorating other kinds
of expenditures between functional classifications. These two methods have
previously been described.

Prorating between program areas may require several different methods for
allocating expenditures depending upon the program areas involved and the
kinds of expenditures to be prorated. Table 1 on page 246 shows the methods
for prorating between program arcas which are recommended for specific kinds
of expenditures. In the table, the preferred method for prorating is indicated
by the letter P. For times when it is not possible to apply the preferred method,
a recommended alternative is indicated in the table by the letter A.

Prorating . to community services accounts involves both types of prorating,
between functions and between program areas. For that reason, it is treated
separately in table 2 on page 247. In the table, the preferred method for pro-
rating is indicated by the letter P. For times when it is not possible to apply
the preferred method, a recommended alternative is indicated in the table by
the letter A.

Regardless of the method used for prorating, it is tmportant that the same method
be used for prorating salaries as is used for prorating personal services in the per-
sonnel records. If this is done, it is possible to cbserve relationships between
the services being rendered and the money being spent for such services.

ESTABLISHING STANDARDS FOR PRORATING

In order to obtain the benefits which prorating offers, and to minimize the
work involved, school districts may find it expedient, at the beginning of the
year or other appropriate time, to determine the general classes of expenditures
which are to be prorated and establish standard ratios for the proration of each
class. Once set up, the standard ratios could then be applied to the particular
classes of expenditures without the necessity for involved calculations every
time an expenditure is made. While these ratios would, of course, be estab-
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TapLe 1 —Methods for Prorating Between Program Areas

Methods for prorating

Expenditure aceounts

Time

Time- | ADM | IHour- | Num-
floor- or con- her-
arca ADA | sump- of-

tion pupils

Mileage

Quan-
tity-
con-
sumed

B

Administration:
Salaries. - e

Other cXpenses. ... voeo|eeenn-

Instruction:
Salaries._ . cccemennnnn
Other expenses.. - - - .-
Attendance and health:
Attendance services. - -
Health services- . ...~
Transportation services.... .
Operation of plant:
Salaries. - - cccecwmeaa-
Heat for buildings.....-
Electricity. . --evcweeu-
Gas (not heat) ...

Other expenses... ... -
Maintenance of plant:
Salaries. - o cceeceean
Other expenses. .. ...
Fixed charges:
Retirement - ccvuuon

Property insurance.- .-
Other fixed charges.. .-
Food services and student-
body activities:
Food services_. .- - ~..
Student-body
activities:

Salaries. ..o ooonnn

Other cxpenses.. - -

Community services._......

R

P

- o -

- o

.- -

- -

o e e

~~~~~~~~~~~~

____________

R

- en e -

[ ey o

———————

R

-

-

.......

_______

- .

- o .

~~~~~~

- o em

______

- o -

,,,,,,

oo on -

Not allocable to program areas.

*For special transportation services, such as transporting pupils on field trips.
LEGEND—P = Preferred method; A=Alternate method.
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lished in view of local conditions, the guides previously presented in this chapter
could serve as aids in utilizing equitable methods,

To illustrate the establishment of standards for prorating, a school district
might determine to prorate heating expenditures between elementary and
secondary school accounts in a situation where both schools share the same build-
ing. Referring to table 1, it can be seen that time-floor-area is the recommended
basis for prorating expenditures for heat. Since both the elementary and
secondary schools are in session approximately the same amount of time, the
time factor here can be ignored and the ratio set up on the basis of floor area.
In this case, suppose the total floor arca, of the building was 25,000 square feet,
of which the elementary school used 10,000 square feet and the secondary school
used 15,000 square feet. The ratio for prorating to elementary school accounts
in this case would be 10,000 to 25,000, or two-fifths, and for prorating to second-
ary school accounts, it would be 15,000 to 25,000 or three-fifths. That is, once
the ratio was determined, any heating expenditures during the year could be
prorated two-fifths to elementary, and three-fifths to secondary school accounts.
In like manner, standard ratios could be cstablished for other classes of
expenditures.

In concluding this discussion of proration, it should be emphasized that
proration is not being recommended as a substitute for the recording of actual
expenditures for different activities when such is feasible. Through the use of
adequate coding, it may be possible to record directly many expenditures without
prorating. But when it is necessary, the methods recommended in this chapter
will provide guidance in establishing a satisfactory system of prorating.

TABLE 2.—Methods for Prorating to Community Services Accounts

Methods for prorating

Expenditure accounts Time- | Hour- | Num- uan-
Timo floor- con- ber- ity-
area sump- of con-
tion pupils | sumed

Community services (except any services
for nonpublic school pupils):
Salaries..._.______________________ P

e ot e e e v e e e se ph e e Rl = [P

Water

Textbooks and school supplies. . _____
Attendance and health services:
Salaries______________._________ P |____ A

- ey .

Legend—P=Preferred method ; A=Alternate method.




Other uses of program cost accounting

Program cost accounting can be used in the instructional program
to determine cost relationships among course areas and courses.
When program cost accounting of this type is undertaken, all costs
attributable to each course area or course must be accounted for since
the primary purpose of this type of accounting is to seek out cost
efficiencies and, where feasible, apply them to other course areas and
courses.

While the same methods and procedures apply as those that are
explained at the beginning of this chapter, generally accounting of
this type can be undertaken effectively only by school districts
which have the combination of accounting competency and the speed
and flexibility of a computer. The volume of analytical work and
posting necessary cannot be undertaken economically on either a
manual basis or by electronic data processing equipment below the
computer level.

Limited program cost accounting

There are degrees of program cost accounting—that is, program
cost accounting may be more or less nearly complete. For example,
the board of education may decide to add a course in advanced
mathematics or in fourth-year German or Russian. It may decide
to house the class in a classroom which is available for the period
during which the class is to be held. The board decides that the
only additional costis to be attributed to the course are instructional
and special equipment costs—that all other costs (utilities, custodial
services) would be incurred whether or not the course is offered.

If, in establishing a budget for the course or program, the board
limits the appropriation to instructional and special equipment items,
program cost accounting also should provide for those items only.

In this sense, program cost accounting is twice-limited—once in
that it is confined to a verynarrow area (one course out of perhaps 250) ;
and again, in that it does not account for all costs of the program.
(Utilities and custodial services, for example, could have been in-
cluded in program costs.)

In school districts which can afford it and which possess the
managerial ability to use it properly, this type of program cost
accounting can be of great value. However, extreme care must be
exercised in its use to make certain that it does not result in the
abandonment of courses because their average per pupil cost is
higher than for other courses.

In some cases boards of education or school administrators, or
both, require program cost accounting for one, several, or all pro-
grams but do not budget for those programs; or they budget for
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programs only by totals and state the budget for the General Fund in
terms of function (e.g., Administration, Instruction) and objects
(e.g., Salaries, Contracted Services, Supplies), as shown in chapter 1V.

In districts where this practice is followed, program costs are ac-
counted for by functions and objects and are controlled by function
and object accounts in the Appropriation and Expenditure Ledger;
separate Appropriation and Expenditure Ledger sheets are used for
program totals.

Either of two types of expenditure ledger sheets is used. Example
1 provides for distribution to all programs by functions and objects
and the total expenditure indicated in the total column would be the
same as shown on the Appropriation and Expenditure Ledger card
for the same functions and objects. When this type of ledger sheet is
used expenditures and encumbrances are entered in the same column;
at the end of each month the column is totaled and analyzed to
arrive at total expenditures and total encumbrances. KExpenditure
and encumbrance totals may be verified against totals for the same
account in the Appropriation and Expenditure Ledger.

Hzample 2 is similar to the Appropriation and Expenditure Ledger
page: it does not contain budget information. One ledger pa; ~f
this type is maintained for each object and function of each prog. ...
Expenditures, encumbrances, and liquidations are entered in separate
columns and total columns show total expenditures and total en-
cumbrances. A distribution sheet trial balance must be used to
verify accuracy of posting against amounts shown in the appropria-
tion and expenditure ledger.

Fo: examples 1 and 2, which follow, budgetary control would be
limited to the Appropriation and Expenditure Ledger accouni—

APPROPRIATION AND EXPENDITURE LEDGER

Account f 213 Page 1
Account Description Instrnuction, Teachens Salanies
ENCUMBRANCES TOTAL
TOTAL TOTAL ENCUM- | UNEM-
DATE | REF. APP%%‘:};A" ENCUM-= E’T‘S:;D" EXPENDI- |BRANCES; AND| CUMBERED
OBLIGATE | LIQUIDATE | BRANCES TURES EXPEND|- | BALANCE
TURES
17766
uby 18 1-1 3125000400 50'00 00
4] J- 240,00000 240,00000 240,000100 10,000400
| 14] J- 9.999p01230,001001 9.5831000 9,583 00{239,584100 i0,41 29
291 1~ 9.999p0|220,00200| 9,791100 19,374)00 239,376100 10.6249&
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l& PROCRAM COST LEDGER

S Example 1 Fiscal Yean 1967
. . ) Account
Funetion: 2-Tnsthuction Object: 13-Salanies, Teachers Number 213
PROGRAM
Date Descnipiion Ref||Reg. E.§S.|| Kinder, Adult Ed, || Voc. Ed. | Sight Sav.|Hear. Cons. Total
196
July 4| Encumb, Paynoll fon
1966 J-)i1&5| 000 (00 12{ 000{00 &\ 000100 23| 000|000 6| 000)00 6| 000|100 [i 240]| 00000
14| Paynofl-Expenditune |J-|| 7{ 30000 500(00 333100 750100 250(00 250100
Liquidation (7] 708 400) (500(00) {333(00) (958]00) (250(00) (2501000} 239 584 |00
28| Payroll-Expenditure |J-|| 7}500 00 500100 333000 958(00 250100 250100
Liquidation (7] 708 po) {500(00) {333100) {958]00) {250(00) {250(00)] 229] 376 |00
311 Totaks to date v 184|384 100 121 000{00 8 0001001 221992100 6] 000100 6] 0001001 239]376]00
Expenditures 14800 |00 11000100 666 (00 11 908100 500400 500400 19(374 00
Encumbrances 169|584 |00 11{ 000100 7| 33400y 21084100 51500100 5| 500400 220{002 {00
PROGRAM COST LEDGER
Example 2 Fiscal Year 1967
. Account
Progham:1 - Regulan Elem, & Second. Function:? - Tnstruction  Object:13 - Salanies, Teachens Number 1213
=
ENCUMBRANCES TOTAL Enc;m%ZZﬁceé
o Expend- Expend~ and
Date Deseniption RedJ Obligate | Liquidate Totak Atunes Atunes  [Expendituncs
1966
July 41 Encumb, Paynoll fon 19é6 J-1 185{000]00 185 1000|100 185(000] 00

14§ Payrofl J-
28§ Payrnoll J-

7081001177 1292] 00
708|001 169 1584{00

300100 713001001 184 [592] 00
500{008 14[800|C0| 1584 |384| 00
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PROGRAM COST LEDGER
Fiscal Yean 1967

Account
Prognam:2 - Kindexganten Funstlon:2 - Insthuction  Object:13 - Salaries, Teachens Numben 2213
L ==
ENCUMBRANCES TOTAL Eucwﬂ,‘fmﬁﬁ,w
Expend- Expend- and
Date Des eniption Refdf Obligate | Liquidate Total Atunes Atunes  |Expenditures
1966
Juby 4| Encumb, Paynoll gor 1966 J- 121000100 12(0001 00 12{000f 00
141l Payroll J- 500{00( 11]500]00 500100 500)00 121000( 00
28| Paynotl J- 50600 11{000|00 50000 11000|00 12]000( 00
PROGRAM COST LEDGER
Fiscal Yean 1967
Account
Progham:3 - Adult Education  Furntion:? - Instruction  Object:13 - Salaries, Teachens Numben 3213
ENCUMBRANCES TOTAL  [encunbimsces
Expend- Expend- and
Date Deseniption Refd.| Obligate || Liquidate Total iunes Atunes  |Expenditures
1966
July 4| Encumb, Paynoll fon 1966 J- 8100000 81000100 §(000} 00
14| Payroll J- 333100 71667{00 333(00 333|100 §|000] 00
28| Paynoll J- 33300 71334|00 333|100 666(00 81000| 00




O PROGRAM COST LEDGER

U'( .
o Fiscal Yean 1967
Account
Progham:4 - Vocational Education  Function:? - Instruetion  Object:13 - Salanies, Teachens Number 4213
T
ENCUMBRANCES TOTAL  lencaomnsees
Expend- Expend- and
Date Description Refo Obligate | Liquidate Total Atunes Ltunes  |Expenditunes
1966
Juby 4|| Encumb, Paynoll dor 1966 J- 231000)00 23j000(00 23|000| 00
14| Payroll J- 958|004y 22|042|00 950100 950(00( 22|992| 00
28|l Paynolt J~- 958|001 21108400 958(00 11908|00| 22|992| 00
PROGRAM COST LEDGER
Fiscal Yean 1967
Aceount
Progham:5 ~ Sight Saving  Function:? - Tnstauction  Objeet:13 - Salanies, Teachers Number 5213
ENCUNBRANCES TOTAL oot aes
Expend- Expend- and
Date Deseniption Reff Obligate | Liquidate Total Ltunes Atunes  |Expenditures
1966
Juky 4| Encumb, Payroll don 1966 J- 61000]00 61000] 00 6000| 00
14| Payroll J- 250( 00 5{750( 00 250|100 250100 6|000; 00
28| Payrolt J- 250( 00 5(500]|00 250100 500;00 61000] 00
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PROGRAM COST LEDGER
Fiscal Yean 1967

Account
Proghams 6 - Hearing Conservation Funetion:? - Instruction  Object:13 - Salaries, Teachers Numben 6213
ENCUMBRANCES TOTAL  [Epaonimiices
Expend- Expend- and
Date Desendption Regd Obligate | Liquidate Total Atunes Atunes  lExpenditunes
1966
July 41 Encumb, Payroll for 1966 J- 6l0o0j00 6l000{00 6l000( 00
14|l Paynoll J- 250} 00 5{750{00 450100 250100 6l000) 00
28| Payrolt J- 2501 00 5150000 250100 500100 6(000j 00
TRIAL BALANCE
PROGRAM COST LEDGER
Juby 31, 1966
PROGRAM
Account Reg. E.6S.|| Kindenr, Adult Ed, || Voc., Ed, | Sight Sav. |Hear. Cons. Totak
213
Expenditunes 14] 800 {00 11000(00 666100 11908 {00 50000 5001001 19) 374100
Encumbnrances 1691 584100l 111000]00 7] 334100l 211084 )00 51500100 51500100{ 2201 002]00
Totals 1841 384 |00 12| 00000 glooo ool 22199200 61000}00 6]1000]00]239] 376{00
&
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Summary

Program Cost Accounting is concerned with maintaining separate
expenditure accounts for each program for which separate financing
is provided or separate statements are required.

Program cost accounting may be general and require specific
accounting for each and all programs. It may be limited to a few
specific programs such as new programs, those financed by special
appropriation, or those financed from Federal funds.

In accounting for Program Costs the following steps should be
observed:

1. Know precisely what the program will involve.

2. Determine which accounts in the regular chart of expenditure
accounts will be needed for the new program and then determine
additional accounts needed.

3. Prepare the budget in terms of those accounts.

4. Prepare Appropriation and Expenditure Ledger sheets or cards
for each account.

5. Prepare the journal entry.
6. Post it to the proper accounts.

7. Post all encumbrances, expenditures, and liquidations relating
to the program to its accounts.

8. Prepare and issue statements which reflect the status of the
budget for the program.

Where an expenditure is incurred which involves more than one
program, costs must be prorated.
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CHAPTER XIv

Machine Accounting

The words “machine accounting,” as sometimes used, seem to
indicate that there is a considerable difference in the principles of
keeping records by machine from those used in keeping them by
hand. Actually, however, when accounts are posted by typewriter,
a machine is being used. The depression of a key to record a number
differs from the hand-posted recording of the number only in the
technique used.

The advantages of machine accounting lie mainly in the ability to
enter amounts once and then to reuse them whenever necessary
without having to reenter them, and in the ability to perform
arithmetic operations with these amounts and to record the result
without external assistance.

Except for the typewriter, the adding machine is the simplest aid
in posting financial records. It has long been customary for the
bookkeeper to attach an adding machine tape to a series of similar
documents and to post only the total shown on the tape to the ledger
accounts. However, this practice did not serve to record the indi-
vidual amounts on ledger accounts. When an adding machine was
developed with the carriage wide enough to insert the ledger card or
sheet, it became possible to print both the individual entries and the
resultant total directly on the record. This was a major step forward,
but the original figure was lost once it had been printed and only the
cumulative total was retained in the machine.

This deficiency was overcome by incorporating two or more
registers into one machine. Each register was really an adding
machine operating from the same keyboard. Later developments
made it possible for an amount or several amounts to be entered and
stored temporarily in one or more registers and for each register to
be subtotaled or totaled independently of the others. This became,
in effect, the first posting machine. An amount could be entered
in two or more registers, stored intact in one, and added to or sub-
tracted from other amounts in other registers. The movable carriage
made it possible to print these figures in whichever column was
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desired, and adding pages with carbon paper made it possible to
print the figure on more than one form at the same time. This type
of machine was in widespread use at one time and still has many
applications in the field of accounting. There are, however, many
records on which it is desirable to have an explanation or a name
accompany the figure, so that machines were developed which
combined a typewriter with the multiple register adding machine
with a movable carriage to produce the bookkeeping machine,
frequently the first machine considered by a school district in
progressing toward machine accounting.

Obviously, the use of such a bookkeeping machine does not
change any of the principles discussed in this handbook. The
advantages gained by use of this type of machine lie in the ability to:

1. Use a figure more than once after it has been first entered;

2. Mdke arithmetic calculations involving these amounts after
they have been entered;

3. Record these amounts on more than one document simul-
taneously;

4. Print totals or subtotals of any register whenever desired
on the form; and

5. Write whatever words are needed in connection with the
posting.

All of the ledger and journal accounts which have been discussed
are still valid accounts, but instead of being recorded on ruled papers,
which are bound in a journal or ledger book, they may be posted
on a card which may vary in size or shape to best suit the machine
being used.

Although it became possible to enter and store an amount tempo-
rarily in a register, and further to print out the amount on a record
form, if the register were cleared before this amount was needed
for a later calculation, it was necessary to reenter it. It became
apparent, therefore, that it would be helpful if information which is
used repeatedly in successive operations could be permanently stored
in a medium other than printed records and read back.

Near the turn of the century a man named Herman Hollerith
devised the now familiar punched card as a storage medium and
designed several crude machines which could read and perform
several operations on information contained in punched -cards.
As this technology, now called ‘‘data processing,” progressed, more
sophisticated machines were developed and additional storage
media were devised. With the advent of magnetic tape storage,
it is now possible to pack millions of characters of information on a
single small reel of tape, and have access to this information in
millionths of a second.
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The punched card machines and computers available to today’s
accountant have eliminated much of the repetitive entry and
reentry of information, freeing him to devote his time to insuring
that the fundamental principles of accounting are present. The
forms of the journals and ledgers have been changed to accommodate
the machines which are being used, but debit postings must still
equal credit postings; assets nust still equal liabilities plus fund
balances. In fact, more and more attention must be paid to these
relationships to insure that the data are correctly handled in the
internal processes of the machine.

ADP and EDP are terms frequently encountered which need
clarification. ADP stands for Automatic Data Processing, a term
generally restricted to data processing systems which employ
punch card machines. These machines are designed to punch cards,
verify punched cards, sort, collate, reproduce punched cards, and
print various kinds of reports from punched cards while adding or
subtracting certain amounts contained in the cards. A basic
punch card machine pattern consists of a key punch, sorter, and
accounting machine (adds, subtracts, and prints from punched cards).
Such a pattern can be leased and can perform many functions in
addition to accounting. Depending upon needs and volume of
activity, other machines may be added to perform additional
functions.

EDP means Electronic Data Processing and is applied to & punched
card machine pattern combined with a computer system. (om-
puters differ from punch card machines generally in speed, capacity,
and flexibility, but specifically in that the computer receives its
instructions in the form of a program which it stores in its “memory”
and calls upon as needed. All of the instructions are executed
electronically within the machine. A magnetic storage medium is
associated with the computer which may be magnetic tape similar to
that of a tape recorder, magnetic disk, or magnetic drum.

Input to ADP is generally through punched card although mark-
sensing (a pencil mark on a card which can be read by the machine
is used in some systems. Input to a computer can be punched card,
magnetic tape, disk, or drum as well as by optical scanning of a
source document. Additional information can readily be obtained
from the various equipment vendors.

In using an adding machine, the accountant determines directly
whether the item should be added, subtracted, or multiplied, and
depresses the proper key to accomplish this. With the bookkeeping
machine, the various registers are controlled by tabs or pins on a
control panel or bar. In a punched card system, instructions are
given the machines by wired control panels. On a computer, the

257




internal operation is directed by a program or series of instruc-
tions written in a code language that the machine ‘““understands,”
and fed into the machine in the same fashion that other information
is introduced.

It is the task of the programmer to wrife the instructions in minute
detail so that every bit of information is treated exactly as the ac-
countant specifies. For the accountant to be sure that the account-
ing principles are being followed as exactly as if he were posting them
by hand in a bound ledger, the programmer must know specifically
what Le is to tell the computer to do with each bit of information,
Neither the accountant nor the programmer should bypass the prepara-
tion of clear specifications nor give it less than major importance,
for this is the one document that both must understand and on which
both must be in agreement as representing the task that the computer
is to perform.

This brief summary, of course, cannot provide the accountant with
detailed information on the various types of machine accounting or
electronic data processing equipment that are available. It should,
however, serve to emphasize that all of these processes are simply
techniques to replace the paper and pencil. No rules of accounting
are changed, suspended, or repealed. A new vocabulary may be
required where words such as hardware, software, input, output,
random access, and others Lave new significance or are used more
frequently, but the old vocabulary of debits, credits, assets, liabili-
ties, and fund balance are also present with their established un-
changed meanings and their original paramount importance.
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Summary

(1) The Principles of Accounting do not change as prrgression is
made from hand-posted records to machine accounting.

(2) One of the main advantages of Machine Accounting is the ability
to enter amounts once and subsequently reuse them whenever
needed without having to reenter them.

(3) A Bookkeeping Machine combines the typewriter with the
multiple register adding machine.

(4) Automatic Data Processing (ADP) is a data processing system
which employs punched card machines so interrelated as to make it
possible to reuse data as often as needed once it is converted to
punched cards.

(5) Electronic Data Processing (EDP) is a data processing system
using electronic computers which have greater speed and capability
than punched card machines.

(6) A Computer is a device which accepts information, applies
prescribed processes to the information, and supplies the results of
these processes. A computer normally consists of input and output
devices, storage, arithmetic, and logical units, and a control unit.
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CHAPTER XV

Glossary of Terms

Account

An Account is a financial record into which are posted all trans-
actions relating to the specific asset, liability, fund balance, revenue,
expenditure, or budgetary item identified in the account title.

Accountant

An Accountant is one who by virtue of education and experience
is competent to (1) design accounting systems; and (2) record, classify,
and summarize financial transactions and interpret and report on the
results of financial operations and on th. financial status of the
school district.

A.ccounting

Accounting is concerned with recording and reporting activities
and events affecting personnel, facilities, materials, or money of an
administrative unit and its programs, Specifically, it is concerned
with determining what accounting records are to be maintained, how
they will be maintained, and the procedures, methods, and forms to
be used ; recording, classifying, and summarizing activities or events;
analyzing and interpreting recorded’ data; and preparing and issuing
reports and statements which reflect conditions as of a given date,
the results of operations for a specific period, and the evaluation of
status and results of operations in terms of established objectives.

Accounting Period

An Acccunting Period is a period of time at the end of which and
for which records are maintained and financial statements are
prepared. In public school accounting the most common accounting
periods are months and the fiscal year (usually beginning July 1 and
ending the following June 30). Tt is also referred to as a fiscal period.

Accounting Procedure

The term Accounting Procedure refers to the polizy and systematic
arrangement of methods and operations, snd the flow of documents
for recording accounting information so as to provide internal control
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and produce accurate and complete records and statements.

Accounting System

An Accounting System consists of the records and procedures used
in carrying out and integrating the accounting function.

Accounts Payable

Liabilities (in whole or in part) which have been charged as
expenditures in the records of the district, but for which payment
has not been made are called Accounts Payable.

Accounts Receivable

Unpaid balances or amounts owed to the school district by indi-
viduals or others are called Accounts Receivable.

Accrual Basis

The extent to which accrued items (revenue earned but not yet
received in cash or expenditures incurred but not yet paid) are or are
not recorded in the accounting records varies among school districts.

An accounting system which includes revenue when it is earned
though not yet ccllected and expenditures when incurred but not
yet paid is said to be on an “Accrual Basis.”

A system which includes as revenue only cash received and as
expenditures only cash paid out is said to be on a ‘“Cash Basis.”

Lying between the two are modifications referred to as a Modified
Cash or a Modified Accrual Basis. For example, an accounting
system may recognize expenditures at the time liabilities are incurred
(whether paid or unpaid) but recognize revenues only when cash has
been received. Or, a system may recognize liabilities when incurred
(whether paid or unpaid) and recognize all cash revenue and uncol-
lected revenue due from the State. These are examples of the
Modified Accrual Basis.

Some States and local school districts rec.nize neither accrued
revenue nor accrued expenditures but follow a practice under which
the books are ‘“‘kept open’ for periods of 30 to 60 days in order that
revenue for the fiscal year which has been earned but not received by
the fiscal year ending date may be recorded in the fiscal year and so
that expenditures incurred but not paid by the year ending date may
also be recorded in the fiscal year. This is the most common use of
a Modified Cash Basis.

The accrual and cash bases are explained here so that they may be
understood. Generally accepted governmental accounting principles
recognize only complete accrual accounting. The National Committee
supports those principles.
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Accrue

Accrue means to record revenue when earned and expenditures
when incurred regardiess of when the revenue is actually received
or the expediture is aciually paid.

Accrued Expenses

Expenses which have been incurred and are recorded in the accounts
for which payment has not been made are called Accrued Expenses.

Accrued Interest Payable

Interest which is due and payable and has been recorded in the
Payable accounts as an expenditure but for which payment has
not been made is called Accrued Interest Payable.

Accrued Interest Receivable

Accrued Interest Receivable is interest which has been earned
and has been recorded as revenue but which has not been collected.

Accrued Revenue

Accrued Revenue is revenue which has been earned, is receivable,
and has been recorded 1n the accounts, but has not been collected.

Adjusting Entries

Adjusting Entries are entries made at the end of an accounting
period to bring accounts up to date. For example, a school district
may have prepaid insurance; that portion of the prepayment which
pertains to the accounting period is changed to expenditures by an
adjusting entry which debits Expenditures and credits Prepaid
Insurance.

Allot

Allot means to apportion a budget or an appropriation to accounts.
For example, a total budget is appropriated; the amount of that
budget to be used in a particular account is alloted to it.

Allotment

An Allotment is the amount apportioned to an account. (See
appropriation.)

Allotment Ledger

An Allotment Ledger includes all the accounts tc which allotments
have been made for a particular fund. In it are recorded both
allotments and expenditures. For our purposes, an Allotment
Ledger is the same as the Appropriation and Expenditure Ledger.
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Appropriation

The term Appropriation has several meanings. In the broad
sense, an Appropriation is the total amount approved by the tax
levying body for all school purpcses. In a narrower sense, it may
be the amount approved for a specific fund. Or, according to
a still narrower definition, it may be the amount appropriated for
a specific account.

These variations in meaning of appropriation are due to the
variations in detail of Appropriations made by tax levying bodies.
For example, the tax levying body may eppropriate a total amount
for schools. That amount is technically the Appropriation. On
the other hand the tax levying body may approve a ‘line-item’’
(or detailed) budget and levy taxes to meet that budget. In that
case, technically, the “line-items” or detailed items are Ap-
propriations. It is this latter meaning that is currently in use.

Appropriation and Expenditure Ledger

The ledger containing ledger sheets or cards for each account
for which funds are appropriated and in which funds are expended is
called the Appropriation and Expenditure Ledger.

Appropriation Expenditure

An Appropriastion Expenditure is an expenditure chargeable to
an appropriation, as distinguished from expenditure for a purpose
for which no appropriation has been made.

Assets
Assets are things of value which a school district owns,

Audit

An Audit is an examination of documents, records, and accounts
for the purpose of (1) determining the propriety of transactions;
(2) ascertaining whether all transactions have been recorded properly;
and (3) determining whether statements drawn from accounts

reflect an accurate picture of financial operations and financial
status.

Audit Report

An Audit Report is the report prepared by an auditor following
a completed audit; it should include: (1) Scope of the audit; (2)
Summary of findings; (3) Recommendations; (4) Certificate; and
(56) Financial Statements.

Balance Sheet

A Balance Sheet is a formal statement of assets, liabilities, and

fund balance at any given time but usually at the end of a fiscal
period.
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Bank Reconciliation
A Bank Reconciliation is a statement which is normally prepared

at the end of the month and &t the end of the year and which recon-’

ciles the bank balance as shown on the books with the bank balance
as reflected on the bank statement.

Bond

A Bond is a written promise to pay a specified sum of money
(called the face value) at a fixed time in the future (called the date
of maturity), and carrying interest at a fixed rate, payable
periodically.

Bond Discount

Bond Discount is the excess of the stated value of a bond over its
selling price.

Bond Premium

Bond Premium is the excess of the selling price of a bond over its
stated value.
Bond Register

A Bond Register is a record in which are recorded by number the
bonds issued and redeemed, dates of issue and redemption, and prin-
cipal and interest payments.

Bonded Debt

Bonded Debt is the total amount of debt owed on outstanding
bonds.

Budget

A Budget is a plan of financial operations which contains an esti-
mate of proposed expenditures for a given period and the proposed
means of financing them.

Budgetary Accounts

Budgetary Accounts are accounts which reflect budgeted amounts
and their status as related to expenditures and encumbrances.
Budgetary Accounts include General Ledger accounts for Estimated
Revenue, Appropriations, and Encumbrances; and estimated rev-
enue and appropriations subsidiary records.

Cash

Oash consists of currency, checks, money orders, and bankers’
drafts on hand, on deposit with the Government official responsible
for custody of school district funds, or deposited in the bank or banks.
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Cash may be qualified as Cash, meaning on hand, and/or Cash in
Bank.

Cash Basis
See discussion of accounting bases under Accrual Basis (p. 261).

Cash Discount

A Cash Discount is an ailowance given by vendors for payment of
invoices within a stated period of time.

Chart of Accounts

A Chart of Accounts is a list of all accounts generally used in an
individual accounting system. In addition to account title, the
chart includes an account number which has been assigned to each
account. Accounts in the chart are arranged with accounts of a
similar nature, for example, assets and liabilities.

Check

A Check is a written order on a bank to pay a specified sum of
money on demand to a person named on the Check or to the bearer.

Closing Entries

Closing Entries are entries which are made at the end of the ac-
counting period to transfer balances in General Ledger Receipt,
Expenditure, Appropriation and Estimated Revenue accounts to
the Fund Balance account.

Coding

Coding is a system of numbering accounts in such manner that the
numbers assigned may be used as abbreviations for account titles in
coding invoices, preparing journal entries, and in making similar
entries.

Compound Entry

A Compound Entry is a balanced entry which contains two or more
debits or two or more credits.

Control Accounts

Control Accounts are: (1) Accounts in the General Ledger for
which subsidiary ledgers are maintained; or (2) accounts in other
ledgers for which further detailed accounts are maintained. To
illustrate— (1) for the General Ledger Appropriations and Expendi-
tures accounts, a subsidiary ledger is maintained—Appropriation and
Expenditures Ledger; (2) within the Appropriation and Expenditure
Ledger, if a summary account is maintained for Administration or
Instruction, or any of the major functions, and is supported by ac-
counts which detail expenditures, the summary account is a control
account.
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Cost
Clost is the amount paid or the value of assets exchanged for a
property or service.

Cost Accounting
,' Jost Accounting is that phase of accounting which provides for the
accumulation of costs of a specific program or service,

3 Cost Ledger
A Cost Ledger is a ledger in which accounts are maintained for
costs of a specific program or service.

Credit

! A Credit is an entry in the right side of an account.

Current Assets
Current Assets are cash or anything that can be readily converted
into cash.

Current Funds

Current Funds are monies received during the current fiscal year
from revenue receipts which can be used to pay obligations currently
due; they include fund balances reappropriated for the current fiscal
year.
Current Liabilities

Current Liabilities are debts which the school district expects to

pay within a short period of time, usually a year or less.
Debit
A Debit is an entry in the left side of an account.
, Deficit
| A Deficit is the excess of the obligations of a fund over the fund’s
resources.

Direct Expenses

L Direct Expenses are those which can be easily and readily identified
4‘ with a specific program or activity.

Double Entry

Double Entry refers to an accounting system in which for each entry
in the debit side of an account or accounts there are entries in the same
total amount in the credit side of another account or other accounts.

Encumbrances

Encumbrances are obligations arising from the 1ssuance of pur-
i chase orders, contracts, and salary or other commitments which are
; chargeable to a particular appropriation (or to particular appropria-
j tions) and for which a part of the appropriation is reserved.
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Entry

An Entrv is the completed recording of a transaction in a journal,
or the posting from the journal to the appropriate ledger account.

Equity
Equity is the mathematical excess of assets over liabilities. Gen-
erally this excess is called Fund Balance.

Estimated Revenue

Estimated Revenue is a budgetary account. For school districts
using the accrual basis of accounting, revenue estimated to accrue
during the fiscal year is called Estimated Revenue. For districts
on a cash basis, Estimated Revenue is revenue estimated to be
received during the fiscal year.

Expenditures

Expenditures are charges incurred, whether paid or unpaid, which
are presumed to benefit the current fiscal year.

Fidelity Bond

A Fidelity Bond is a bond which guarantees the school district
against losses resulting from the actions of the employees of the
school district.

Fiscal Period
A Fiscal Period is any period at the end of which a school district
determines its financial condition and the results of its operations.

Fiscal Year

A Fiscal Year is any 12-month period at the end of which a school
district determines its financial condition and the results of its opera-
tions and closes its books. The most common fiscal year begins on
July 1 and ends the following June 30.

Fixed Assets

Fixed Assets are land, buildings, machinery, furniture, and other
equipment which the school district intends to hold or continue in
use over a long period of time.

Function

A Function is a group of activities which have a common objective
or which are closely related. For example, within the function of
Instruction, the activities of the supervisor or consultant, principal,
teacher, librarian, or counselor have either the same objective or are
closely related activities.

Fund

The assets, liabilities, and fund balance of each of a school district’s
‘“businesses’ constitutes a “Fund.” Stated another way, a Fund is
an independent accounting entity with its own assets, liabilities, and
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fund balances. Gencrally, funds are established to account for fi-
nancing of specific activities of a school district’s operations.

Fund Balance
The mathematical difference between assets and liabilities is calied
the F'und Balance.

Fund, Cafeteria
The Cafeterie Fund is the fund which finances those activities
which have as their purposes the preparation and serving of food.

Fund, Construction

The fund which finances the construction of school buildings and
the acquisition of any related land and equipment is called a Con-
struction Fund.

Fund, Debt
A Debt Fund is a fund which is used to finance the payment of
principal and interest on debt.

Fund, Generdl

The General Fund is used to finance the ordinary operations of the
school district and to finance those operations not provided for s
other funds.

General Ledger

The General Ledger is that group of accounts which constitute
the basic accounts of a fund. Included are those summary accounts
for which detailed subsidiary ledgers are maintained.

Imprest System

An Imprest System is a petty cash system in which a fixed amount
of money is set aside for disbursement, usually by cash. At certain
intervals, a report is prepared for the amount disbursed and the fund
is replenished. The report is used as a basis for charging expendi-
tures to the proper accounts. (Nore:— On establishing the system
an entry is made debiting Petty Cash and crediting Cash. When
Petty Cash is replenished an entry is made debiting Expenditures
and crediting Cash.)

Indirect Expenses

Indirect Expenses are those which cannot be easily or readily
identified with a specific program or activity.

Interfund Transfer

Monies transferred between funds under the control of the school
board are called Interfund Transfers.

Inventory
An inventory is a detailed list of items on hand. The list may
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include, in addition to quantity and description, units of measure
and unit and total costs.

Investments
Investments are securities or other property in which money is
put to earn interest.

Invoice

An Invoice is an itemized list of merchandise purchased from a
particular vendor. The list includes quantity, description, price,
terms, date, and the like.

Journal
A Journal is the accounting record in which the details of financial
transactions are first recorded.

Ledger

A Tedger consists of all the accounts of a particular fund or all
those detail accounts which support a particular General Ledger
account. (See General L.edger and Subsidiary Tedger.)

Liquidation
A Liquidation is a reduction of encumbrances.

Payroll

A list of individual employees entitled to pay, with the amounts
due to each for personal services rendered during the pay period is
called a Payroll.

Petty Cash

Petty Cash is a sum of money, either in the form of cash or a
special bank deposit, set aside for use in making immediate pay-
ments of comparatively small amounts or in making change.

‘Posting

Posting is the transferring of detailed or summarized data which
has been recorded in a journal to ledger accounts.

Prepaid Expenses
Prepaid Expenses are those which are paid during a fiscal year or
period, and for which benefits are to be received in succeeding fiscal

years or periods. Examples of prepaid expenses are prepaid insur-
ance and prepaid rent.

Proprietary Accounts

Proprietary Accounts (or ‘“real’” accounts) are those which reflect
actual financial conditions and operations. Accounts involved are
assets, liabilities, reserves, fund balance, revenue and expenditures.

Prorating
Prorating is the allocation of parts of an expenditure to two or
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more different accounts in proportion to the benefits received by
the programs or activities of which the accounts are a part.

Purchase Order

A Purchase Order is a written request to a vendor to provide
material or services at a price set forth in the order and is used as an
encumbrance document.

Purchases Discount

A Purchases Discoun* is an allowance made because of either
volume purchasing or seasonal purchasing.

Refund

A Refund is a return of an over-payment or over-collection. The
return may be either in the form of cash or a credit to an account.

Reimbursement

A Reimbursement is the return of an over-payment or over-
collection in cash.

Requisition

A Requisition is a written request to a purchasing officer for
specified articles or services. It is a request from one school official
to another school official, whereas a purchase order is from a school
official (usually the purchasing officer) to a vendor.

Reserve
A Reserve is an amount set aside for some specified purpose.

Retained Percentage

A Retained Percentage is an agreed-on percentage of a contractor’s
requisition which is withheld from payments pending satisfactory
completion of the project.

Revenue

Revenue is an addition to assets which does not incur an obligation
and does not represent exchanges of property for money.

Revenue Ledger

A Revenue Ledger is the subsidiary ledger in which the detailed
revenue accounts are maintained.

Stores
Stores are supplies and equipment on hand in store rooms.

Subsidiary Accounts

Subsidiary Accounts are accounts which contain detailed infor-
mation in support of control accounts in the same ledger or in a
General Ledger.
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Subsidiary Journal

A Subsidiary Journal is a journal in which are recorded transactions
of like nature. For example, a Cash Journal is a commonly used
journal; in it are recorded all cash transactions.

Subsidiary Ledger
A Subsidiary Ledger contains all the detail accounts which support
a particular General Ledger account.

Summary Account

A Summary Account is an account that is used to consolidate
items of a broad category. (See Control Accounts.)

Surplus

Surplus, a term generally used in governmental accounting, is the
arithmetic excess of assets over liabilities. The equivalent term in
public school accounting is fund balance.

Taxes
Taxes are charges levied by government for the purpose of financing
government services.

Taxes Receivable

Taxes receivable are those taxes which are due and receivable but
which have not as yet been collected.

Trial Balance

A Trial Balance is a listing of all accounts snd their balances for
the purpose of determining whether total debits equal total credits.
It is normally used to verify the accuracy of posting and as the first
step in the preparation of financial statements and reports.

Unappropriated Surplus

The term ‘“Unappropriated Surplus’”’ refers to that portion of a
surplus (fund balance) which is not segregated for or appropriated
to a specific purpose or specific purposes.

Unencumbered Balance

An Unencumbered Balance is the balance remaining in an appro-
priation after deducting encumbrances and expenditures,

Unexpended Balance

An Unexpended Balance is the balance remaining in an appro-
priation after deducting expenditures.

Unliquidated Encumbrancas

Unliquidated Encumbrances are outstanding encumbrances.
They cease to be encumbrances when paid or when the actual liability
is set up.
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Warrant )

A Warrant is an order drawn by the school board on the school
district’s treasurer ordering him {o pay a fixed amount to a payee
named on the Warrant. In a fiscally dependent school distriet, the
order is drawn on a city or county treasurer. Once signed by the
tressurer the warrant becomes a check payable by a bank named on
the warrant by the treasurer.

Warrants Payable

Warrants Payable are warrants issued by the school board but
not yet signed by the treasurer.
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